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THOROUGHBRED ENERGY CAMPUS
PUBLIC OUTREACH PROGRAM FOR KENTUCKIANS

PROJECT SUMMARY

The Thoroughbred Energy Campus is a planned 1,500 megawatt coal-fueled
electricity generation project near Central City in Muhlenberg County, Ky.,
representing energy solutions, environmental care and economic progress.
The $2.5 plus billion project would provide a reliable source of electricity for
1.5 million families and would be brought on-line between 2007 and 2008.

Modeled to dispatch electricity ahead of its competitors, Thoroughbred will help
keep Kentucky energy prices among the very lowest in the nation. Kentucky's
average cost of electricity is 4.3 cents per kilowatt hour, and about 97 percent of
Kentucky’'s energy comes from coal.

With emissions that will be far better than the national average, Kentucky’s best
coal-fueled plants or what the law requires, Thoroughbred will be among the
cleanest coal-fueled plants east of the Mississippi River. Thoroughbred will take
Kentucky coal with a sulfur content of approximately 8 Ibs. per million Btu and
reduce the plant’s sulfur dioxide emissions to 0.167. This compares favorably

with the national average of 1.07 and is far stronger than the Clean Air Act limit
of 0.85. '

A driver of economic growth, Thoroughbred will create 450 permanent jobs,
injecting $700 million in new spending in Muhlenberg County and nearly
$100 million into the Kentucky economy each year. This equates to a more
than $3.35 billion economic injection over the project life.

PUBLIC OUTREACH SUMMARY

Peabody Energy, Thoroughbred Generating Companies owner has roots in
Kentucky spanning nearly a half-century. The company employs more than 600
Kentuckians and operates seven surface and underground coal mining facilities
in Muhlenberg, Union, Henderson and Ohio counties.

Consistent with a philosophy of maintaining open and candid communications,
Thoroughbred has engaged in a broad, sustained outreach program to cultivate
understanding and support for developing the Thoroughbred Energy Campus.
From the genesis of the project through the present day, Thoroughbred has
communicated with hundreds of residents, business owners and elected
leaders as well as dozens of industry and community groups.



As a result, the project enjoys strong bipartisan support from government officials
at local, county, state and federal levels because it represents improved
environmental performance, a stronger economy, greater national security and
jobs and low-cost energy for Kentuckians.

Says Drakesboro Mayor Richard Neathamer: “Coal is the heart of Muhlenberg
County. People see this (project) as hope. Jobs are important.” Central City
Mayor Hugh Sweatt Jr., who has been closely involved in project planning also
agrees. “l want to see this happen, and | want to see this happen here.”
(“Peabody’s Return,” Feb. 10, 2002, Louisville Courier Journal.)



Communication Objectives

The foundation for Thoroughbred's outreach program began with research that
included a Kentucky survey and dozens of informational meetings with local and
state officials. Based on the research findings, Thoroughbred designed a
comprehensive outreach program designed to:

Improve understanding about Kentucky’s energy climate and the need for
low-cost base-load generation

Promote the project’s use of advanced technologies to protect the
environment

Build awareness about Thoroughbred’s projected $100 million annual
economic benefit to Kentucky and creation of 450 jobs

Target Stakeholders

The plan targets key Kentucky stakeholders, which include:

Businesses community

Federal government

Governor's office

General public

Industry leaders

Peabody employees and retirees in Kentucky
Residents near the proposed energy campus
State legislators

State and local government agencies

State and local government officials

State, local and national media

Communication Tools

A full range of traditional public outreach tactics include:

Community meetings

Direct mail

Internet presence

Media outreach

Presentations

Legislative and Regulatory Testimony
Stakeholder Research

Third-Party Consultations



Thoroughbred continues to focus significant resources on outreach in the
Muhlenberg county communities where the Thoroughbred Energy Campus would
be sited and where the immediate impact is greatest, complementing broad
outreach efforts throughout Kentucky. This approach has effectively built
grassroots support. As an example, Kentucky residents and community leaders
spoke in overwhelming support of Thoroughbred at a public hearing held in
Central City in February 2002.

“It (Thoroughbred Energy Campus) would be a major boost to this
county. It would have a major impact on our school system. It
would have a major impact on things like the coal severance money
that we use in this county. Coal severance money is very important
to us.”

— Rodney Kirtley, County Judge Executive

“This proposed energy plant is convincingly state of the art,
utilizing the best technology available to date, burning fossil fuel. Is
it perfect? Of course it's not. But it certainly is a step in the right
direction in meeting America's energy needs.”

— Hugh Sweatt Jr., Mayor of Central City

“I've been reading in the paper about do we want to become the
next energy colony? | would salute you and ask you to say that
‘yes, we do.” Kentucky is in a position to become the energy giant
to support not only Kentucky with our low-cost energy, but all of the
East Coast and the major portion of residents of the United States
of America.”
— Danny Koon, Executive Director of the Madisonville, Hopkins
County Economic Development Corporation

“Without this type of technology, it's not going to be feasible to
continue to burn the coal that God put here three hundred million
years ago. We need jobs. We need new technology to facilitate
recovering the energy that God put here. And that's why we're
asking for your approval of this permit.”

— John Rogers, C&R Coal Company



OUTREACH ACTIVITIES

Stakeholder Research

e To better understand the awareness, perspectives and concerns of Kentucky
residents, Peabody commissioned Market Strategies to conduct a consumer
survey of 555 Kentucky residents (adults aged 18 and older) from December
27-29, 2000. Market Strategies completed 275 interviews in Western
Kentucky, and the remaining 280 were completed with individuals from the
balance of the state. The margin of error was approximately four percent.

The research was aimed at ascertaining:

¢ How Kentuckians feel about balancing their energy and environmental
needs;
e How Kentuckians view coal-based energy; and

Whether Kentuckians believe that new coal-fueled energy projects can be
developed to protect the environment.

The research shows Kentuckians look favorably upon coal as an energy
source and are willing to support the construction of coal-fueled plants.

The most resonant messages centered on the importance of promoting
economic growth and ensuring affordable energy. Ninety percent of
Kentuckians believed that such a project would have a positive impact on the
local economy, and more than half thought that the owners of the proposed
project would properly address local environmental concerns.

e To ensure that the company was reaching all interested and affected target
audiences, Peabody conducted a stakeholder assessment. From this
assessment, the company developed a database comprised of hundreds of
contacts to ensure ongoing outreach to broad audiences.

e As the public comment period proceeded, Peabody also conducted two focus
groups, one comprised of 10 consumers and the other of 10 opinion leaders
with a representative sample of citizens. (A-3) The objective was to

ascertain perceptions and opinions regarding Peabody’s planned electricity
generating station.

The research showed that consumers understand the importance of coal for
generating low-cost electricity. While there is low interest in the issue given
the lack of an energy crisis facing the state, focus group participants generally
supported the concept of a new coal-fueled energy plant in the state. They
are most concerned about the environmental and economic impact and
wanted to know about specific benefits for Kentucky.



Residents of Proposed Plant Community

Recognizing that initial interest and potential concerns would be greatest in
the communities nearest to the plant, Peabody worked with the mayor of
Central City, the county executive judge, the governor’s office and the
Kentucky delegation to plan a community news conference to announce the
project. The announcement was made in Central City on Feb. 12, 2001,
drawing approximately 300 individuals.

As the project continued through the permitting process, Peabody
administered an informational mailing program to keep the more than 250
residents within a two-mile radius of the plant updated on key issues and
progress of the plant development.

Peabody fielded several thousand inquiries regarding the proposed plant.
The vast majority of these inquiries were employment related. The company

has received over 2000 resumes from local area residents since the summer
of 2001.



Direct to General Public

Peabody representatives have made numerous public presentations at

community and civic programs and events, reaching hundreds of
stakeholders.

Recognizing the importance of the Internet as a source of consumer
information, Peabody developed a section devoted to Thoroughbred on its
company Web site (www.PeabodyEnergy.com). The company also used a
Thoroughbred e-mail address to field inquiries and address individual
requests.

As part of the public comment process for the draft air permit, Peabody
participated in two public hearings in 2002. The company presented
testimony at the first public hearing held on Feb. 12 in Central City.

About 300 residents from the surrounding community attended the public
hearing that lasted for more than three hours. During the hearing, 30
community members testified showing overwhelming support for developing
the plant.

A second two-hour public hearing was conducted July 25 in Greenville that
drew approximately 350 residents. About a dozen people testified, including
Central City Mayor High Sweatt Jr., a representative for County Executive
Judge Rodney Kirtley and a representative for U.S. Senator Jim Bunning.
Participants supported plant development. A key concern was ensuring local
jobs, which would help drive economic recovery in the area.



State, Local and National Media

* An ongoing, comprehensive media outreach program has generated
extensive regional media coverage in Kentucky and in neighboring states.
Tactics have included conducting media briefings, issuing ongoing news
releases as project updates, conducting editorial board meetings with local
and regional newspapers, participating in numerous interviews and
maintaining a rapid response strategy for addressing coverage that is
inaccurate or incomplete. Major newspapers that featured coverage include:
The Frankfort State Journal (daily circulation of 10,264), Louisville Courier-

Journal (222,332), Lexington Herald-Leader (107,670) and the St. Louis Post-
Dispatch (290,000).



Industry and Business Community

* As part of Peabody’s ongoing efforts to keep as many residents and
interested parties informed as possible, the company has given presentations
to several business-related groups. These include: The Kentucky Economic
Development Association (Aug. 7, 2001), The Pennyville Area Economic
Development Council (March 11, 2002), and the Kentucky New Economy
Consortium (Feb. 12 & April 12, 2002). These groups have a wide-ranging
membership including local mayors and judges; representatives of the
University of Kentucky, University of Louisville, and Murray State University;
and personnel from the state-supported Technology Center.

» Efforts to educate industry leaders have included speeches and presentations

- toindustry associations, including the Kentucky Industrial Utility Customers
(Feb. 14, 2002), the Independent Qil & Gas Producers, the Eastern Coal
Council (May 21, 2002), Kentucky Coal Council (June 17,2002), etc.

e In addition, Peabody has provided speakers for presentations at industry
conferences such as a conference on power projects sponsored by Forbes
Magazine and the Electric Power 2002 conference (March 19, 2002). These
meetings highlighted Thoroughbred’s innovative approach to using
Kentucky’s abundant and affordable coal resources to provide affordable
energy in an environmentally sound way.

e Peabody representatives have also made numerous presentations to local

business groups including the Muhlenberg County Chamber of Commerce
(Aug. 7, 2001) and the local chapter of the Lions Club (August 7, 2001).

-10 -



Following is a list of major presentations in 2002 and 2003:

e Western Conference of Public Service Commissioners

Empowering State Through Regional Electricity Entities
June 25, 2003

Jacob Williams, Vice President-Generation Development

o FERC’s Midwestern Infrastructure Conference (SE vs Midwest)
November 13, 2002

Dianna Tickner, President, Thoroughbred Generating Station

¢ Industrial Energy Consumers of America (IECA)
Coal P9olicy Leaders Forum
November 13, 2002

Dianna Tickner, President, Thoroughbred Generating Station

¢ Optimizing Clean Coal Generation (Marcus Evans Conference)
November 12, 2002

Dianna Tickner, President, Thoroughbred Generating Station

e Coal Utilization Research Council
November 5, 2002

Dianna Tickner, President, Thoroughbred Generating Station

o Kentucky Mineral Law Conference
October 10, 2002

Jacob Williams, Vice President-Generation Development

e ABA Section of Environment, Energy and Resources Fall Meeting
October 9-13, 2002

Dianna Tickner, President, Thoroughbred Generating Station

e CIBO
September 11, 2002
Jacob Williams, Vice President-Generation Development

e Burns & McDonnell Third Annual Coal-Fueled Generation Symposium
September 5, 2002

Dianna Tickner, President, Thoroughbred Generating Station
Attendees: Approximately 100
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Coal Generation 2002

August 1, 2002

Jacob Williams, Vice President-Generation Development
Attendees: Approximately 400

Thoroughbred Energy Campus
Public Hearing, Greenville, Ky.

Roger Walcott, Jr., Executive Vice President of Corporate Development
July 25, 2002

Attendees: Approximately 350 individuals

Thoroughbred Energy Campus

North Carolina Coal Institute

Jacob Williams, Vice President-Generation Development
July 8, 2002

Attendees: Approximately 200

Sound Energy & Environmental Progress: Necessary & Compatible
Eastern Coal Council

Coal: Energy Security Conference

Dianna Tickner, President, Thoroughbred Generating Station
May 21, 2002

Attendees: Approximately 70 individuals

Need for Coal-Based Generation

Platts Coal Properties Conference

Jacob Williams, Vice President-Generation Development
April 23, 2002

Attendees: Approximately 40 individuals

Sound Energy & Environmental Progress: Necessary & Compatible
Developing, Constructing, Operating & Securing Energy Power Projects
Jacob Williams, Vice President-Generation Development

April 19, 2002

Attendees: Approximately 20 individuals

New Coal-Based Generation

University of Kentucky

Dianna Tickner, President, Thoroughbred Generating Station
April 16, 2002

Attendees: Approximately 50 individuals

Sound Energy & Environmental Progress: Necessary & Compatible
Electric Power 2002

Jacob Williams, Vice President-Generation Development
March 19, 2002
Attendees: Approximately 40 individuals
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e Coal Power to Meet Every Challenge
Need for New U.S. Coal Based Generation & Expansion of HV
Transmissions
Siemens World Power Conference
Jacob Williams, Vice President-Generation Development
Feb. 18, 2002
Attendees: Approximately 300 individuals

e Energy & Mineral Law Conference
Jacob Williams, Vice President-Generation Development
Feb. 16, 2002
Attendees: Approximately 40 individuals

e Kentucky Industrial Utility Customers
Need for New U.S. Coal-Based Generation & Expansion of HV
Transmission
Jacob Williams, Vice President-Generation Development
Feb. 14, 2002
Attendees: Approximately 75 individuals

e Thoroughbred Energy Campus
Public Hearing, Central City, KY

Roger Walcott, Jr., Executive Vice President of Corporate Development
February 12, 2002

Attendees: Approximately 300 individuals

e Thoroughbred Energy Campus
Environmental Care/ Economic Progress/ Energy Solutions
Public Service Commission
Jacob Williams, Vice President-Generation Development
February 2002
Attendees: Commissioners and numerous staff

To keep local, regional and national business audiences informed about the
Thoroughbred protect, Peabody has included updates in its 2000 and 2001
annual reports, which reach (50,000) stakeholders including the national
financial, business community and the public. The project was highlighted in
PULSE, Peabody’s magazine for stakeholders. The publication reaches more
than 25,000 people and is geared to employees, media and individuals and
groups in the coal and energy industries.
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Peabody Employees and Retirees in Kentucky

Peabody’s current and retired employees number almost 3,000 in the state.
The company has maintained an ongoing program of informational mailings

to keep employees and retirees informed as the Thoroughbred project moves
forward.

Regular internal updates have been conducted as part of a broad employee
communication program. These include employee meetings, Intranet
postings and comprehensive updates in the company magazine, PULSE.

Peabody has about 5,500 employees, which includes about 600 employees
in Kentucky.
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State, Local and Federal Government

Peabody has performed extensive outreach and continues to maintain
ongoing dialogue with members of the Kentucky General Assembly. From its
initial concept phase through the present day, the company has worked with
legislators and their staffs to ensure two-way communication.

Even before the project was announced to the public in Central City in
February 2001, Peabody began outreach to the key officials in Muhlenberg
County, which included extensive meetings with County Judge Executive
Rodney Kirtley and the Mayor of Central City, Hugh Sweatt, Jr. Over the past
two years, Peabody has worked closely with local leadership to promote
understanding energy solutions, environmental care and economic progress.

Peabody has initiated a host of meetings and ongoing conversations with
Governor Paul Patton and his designated staff representatives. Among these
contacts have been the governor’s chief of staff and legal aides.

Within the executive branch, the company has had ongoing dialogue with the
Secretary of the Natural Resources and Environmental Resources Cabinet.
Under this cabinet umbrella, Peabody has also held discussions with the
Commissioner of the Department for Environmental Protection.

Peabody has given extensive and detailed presentations to the Public Service
Commission, which has included the Chairman and Executive Director.

Peabody has taken many opportunities to make presentations to government
agencies and organizations, such as the Kentucky Energy Advisory Board
and the Governor's Economic Task Force (March, 15, 2002).

In addition to the local and state outreach, Peabody has maintained open-
ended dialogue with its federal Congressional representatives. This has
included dialogue with Senators Mitch McConnell and Jim Bunning,
Representative Ed Whitfield, and other members of the Kentucky delegation
that show support.
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Stakeholder Research
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- Residents of Proposed
Plant Community



Peabody News Release

CONTACT:
Vic Svec
(314) 342-7768

FOR IMMEDIATE RELEASE
February 12, 2002

INDEPENDENT STUDY: PEABODY'S PROPOSED THOROUGHBRED
PROJECT MEANS $3.35 BILLION TO KENTUCKY ECONOMY

ST. LOUIS, Feb. 12 — Peabody Energy today announced the results of an independent
economic study that concludes the proposed Thoroughbred Energy Campus would inject $3.35
billion into the Kentucky economy in new spending, job creation and induced economic activity
during the life of the project. These benefits equate to a $98 million economic injection each
year.

Campus operations, which include development of a 1,500 megawatt coal-based power
plant fueled by an adjacent underground mine, would create approximately 450 permanent jobs.
These positions, coupled with the effect of anticipated economic activity, would create 45,000
job years throughout the project life and $1.95 billion in new job-related wages and benefits. A
job year is the equivalent one job held over a one-year period.

Muhlenberg County would gain $704 million in new spending and nearly 10,000 job
years, and the 17-county area surrounding the facility, which includes Muhlenberg, would
benefit from $2.62 billion in total economic spending and an average of 38,000 job years over
the project life. Thoroughbred would begin generating power between 2005 and 2007 and will
provide enough electricity for 1.5 million families.

"Development of the Thoroughbred Energy Campus brings enormous benefits to
Kentucky on multiple levels," said Roger Walcott, executive vice president of corporate
development. "The project will fuel tremendous economic prosperity today and for decades to
come, while balancing the region's energy needs with environmental goals."

Thoroughbred is modeled to be the lowest-emitting 1,500 megawatt pulverized coal
plant east of the Mississippi River and will have no significant contribution to the area's scenic
views. The plant is modeled at a dispatch position that is ahead of the region's coal plants and
gas plants, as well as below some nuclear plants, which means it will help keep Kentucky's
energy prices low. About 97 percent of Kentucky's electricity comes from coal, which results in
some of the lowest electricity prices in the nation at 4.2 cents per kilowatt hour.

-more-



THOROUGHBRED WILL INJECT $3.35 BILLION INTO KENTUCKY -- ADD ONE

The Thoroughbred economic study was developed by an independent firm and is based
upon project assumptions provided by Peabody Energy. It details the project's estimated value
for the commonwealth and area communities in terms of direct and indirect benefits as well as
induced impacts or "household spending” by facility employees and other workers associated
with the project.

Peabody Energy (NYSE: BTU) is the world's largest private-sector coal company. lts

coal products fuel more than 9 percent of all U.S. electricity generation and 2.5 percent of
worldwide electricity generation.

-30-



March 26, 2001

Dear Resident:

Peabody Group has begun a formal regulatory process for developing the
Thoroughbred Energy Campus, a proposed 1,500 megawatt coal-based power
plant and six million ton-per-year underground coal mining facility in Muhlenberg
County. Thoroughbred plans to use proven, state-of-the-art emission controls to
achieve air quality standards protecting public health while keeping our region’s
energy supply strong and reliable.

Every aspect of the $1.5 billion facility is being designed to ensure full compliance
with state and federal environmental laws governing the operations. As modeled,
Thoroughbred would be the cleanest 1,500 megawatt coal-based power plant east of
the Mississippi River, based on statistics from Resource Data International. The
attached background provides you with the facts about the planned campus.

We intend to periodically communicate information about the Thoroughbred Energy
Campus and would like to keep you informed about the project. If you would like

to be included in our database to receive ongoing project updates, please e-mail
your name and address to thoroughbredenergy@peabodygroup.com. If you

have additional questions, you also are welcome to contact Steve Bowles at
866-224 -5612 or our local office at 270-338-0311. Thank you for your interest and
support.

Sincerely,

Kenny A. Alien
Midwest Operations Manager



Facts About Thoroughbred Energy Campus

Growing Energy Needs

Many experts believe that during the 1990s, the United States did not build
enough electric generating capacity to keep up with demand. These effects are
being experienced in a number of states such as California, where the governor
declared an official state of emergency and parts of the state endured rolling
blackouts during an attempt to preserve power.

Last year, the nation’s use of electricity grew 5 percent; over the next two decades,
the increased appetite for electricity is expected to exceed 40 percent, according
to the U.S. Energy Information Administration. Kentucky and surrounding areas
are expected to need 30 percent more electricity generation to keep pace during
this period.

The Thoroughbred Energy Campus is planned to begin providing electricity for
1.5 million homes as early as 2005. The project is being constructed to serve
Kentucky and surrounding regions and would add power to the national grid.

State-of-the-Art Environmental Controls

Proven technologies will enable Thoroughbred to comply with all state and federal laws;
the plant is modeled to achieve strict environmental controls. Under the Clean Air Act,
new coal-based power plants cannot exceed emissions of 1.2 pounds of sulfur dioxide

(SO2) per million British thermal unit (Btu) and .15 pounds of nitrogen oxides (NOXx) per
million Btu.

Thoroughbred emissions are modeled below these limits, emitting less than .30 pounds
of SO2 per million Btu. The plant will use FGD technology that will provide a 97 percent
removal efficiency. Emissions of .10 Ibs. of NOx per million Btu also fali below U.S. EPA
limits and will be achieved with a combination of low-NOx combustion technology and
selective catalytic reduction. Up to 99.9 percent of particulates will be removed using
advanced fabric filtration devices.

Economic Benefits

Thoroughbred is intended to provide benefits both through low cost energy and direct
economic impacts. Today, coal supplies more than half of the nation’s electricity and
accounts for about 85 percent of U.S. fossil reserves. Nearly all of Kentucky’s electricity
comes from low cost, coal-based generation, which is why the state’s average electricity
prices are among the nation’s lowest.

At Thoroughbred, Peabody’s reclaimed lands would be turned into an energy campus
providing jobs and economic benefits anticipated to annually inject $80 million in
direct benefits into the region once the project begins transmitting power. About 500
permanent coal mining and power plant jobs are expected to be created and about
1,000 jobs would be provided during construction. Direct payroli and benefits would
exceed $75 million during the four-year construction period.

In the spring of 2001, Thoroughbred is expected to open an office at the Career
Advancement Center at 630 Cleaton Road in Central City, providing a local resource
to answer questions about the project. Job and vendor information also will be made
available as the project draws nearer to construction.
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Generation Development

Operations/Products > Generation Development

Like no other time in history, the supply and security of America's energy system have
taken center stage. Rolling blackouts dimmed schoolrooms and shopping malls. .
Consumers paid energy bills that were two and three times higher than the previous

year. And world events demonstrated why a safe and protected energy supply is vital
to the nation's energy R SNCRAREE

independence.

Renewed interest in baseload
generation — and in particular,
coal-fueled generation — has
been buoyed by a 60 percent
increase in electric load growth
over the past 20 years while
essentially no baseload plants
were developed. Nuclear
utilization has grown
dramatically and today is
running at maximum capacity.
And hydropower is not
expanding and is dependent on
annual precipitation. America's
energy system is running hard
and new generation is needed to keep pace.

Peabody is exploring generation development opportunities in areas of the country
where electricity demand is strong and where the company has access to land, water,
transmission lines and low-cost coal. Peabody is continuing to progress on the
permitting, transmission access agreements and contractor-related activities for two
clean, low-cost mine-mouth generating plants in Kentucky and Illinois that would
serve about 3 million Midwest families. The company is also exploring the feasibility of
developing a smaller, 300 megawatt generating station in New Mexico.

Thoroughbred | Prairie State

http://www.peabodyenergy.com/Operationsproducts/generationdevelopment.html 07/09/2003
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Thoroughbred Energy Campus

Operations/Products > Generation Development > Thoroughbred Energy

‘The Thoroughbred Energy Campus
is a planned 1,500-megawatt
coal-fueled electricity generation
project near Central City in
Muhlenberg County, Ky. The
generating plant would use two,
750-megawatt pulverized coal
units fueled by up to 6 million tons
of coal per year produced from an
adjacent underground mine.
Thoroughbred is expected to
deliver reliable electricity by 2005
to 2007 to approximately 1.5
million families in Kentucky and
the Midwest.

Thoroughbred
Energy is modeled
to be the cleanest
coal plant of its size
in the Midwest,
using advanced
environmental
controls. Learn
more about the
environmental
controls planned for
Thoroughbred and
compare this
technology to a
typical coal plant by
clicking here.

ENERGY SOLUTIONS: LOW-COST POWER

In 2000, the nation's need for electricity grew
nearly 5 percent, according to the Edison
Electric Institute. And the U.S. Energy
Information Administration reports that the
demand for electricity will increase 43 percent
nationwide over the next two decades. In
Kentucky, the demand for power could
potentially grow 30 percent during that time.

Thoroughbred will provide reliable, low-cost
electricity for 1.5 million homes in a manner
that is environmentally sound. The plant is
modeled at a dispatch position that is ahead
of all of the region's coal and gas plants and below some nuclear plants. This means
Thoroughbred will benefit Kentuckians by continuing to help keep energy prices low.
Kentucky enjoys electricity costs that average 4.2 cents per kilowatt hour, which are

among the lowest rates in the nation. About 96 percent of Kentucky's electricity
comes from coal.

ECONOMIC PROGRESS: JOBS AND PROSPERITY

Thoroughbred is expected to accelerate economic growth in the region, creating more
than 450 permanent jobs and employing up to 2,500 workers during a four-year
construction process. Once operational, the campus could annually inject nearly $100

million in annual economic benefits or more than $3.35 billion during the life of the
project.

ENVIRONMENTAL CARE: HIGH EFFICIENCY, LOW
EMISSIONS

http://www peabodyenergy.com/Operationsproducts/Thoroughbred.html 07/09/2003



Operations/Products >> Generation Development Page 2 of 2

Electricity from coal has made enormous environmental progress in recent years.
Through more than $50 billion in investments over the past three decades, emissions
from coal-fueled electricity have declined by more than 20 percent, even as coal use
has tripled, according to the U.S. Environmental Protection Agency. And results for
Kentucky are equally strong: In the past 20 years, sulfur dioxide emissions have been
slashed by nearly half. Almost 50 percent of Kentucky's utilities use scrubbers,
compared to the national average of 27 percent.

An industry-leading application of coal technologies will allow Thoroughbred to over
comply with stringent Clean Air Act standards. Thoroughbred will be the cleanest coal-
fueled plant of its size east of the Mississippi River. Thoroughbred's emissions of sulfur
dioxide (S02) will be 86 percent below the average SO2 emissions rate for Kentucky
coal plants. Its nitrogen oxide (NOx) emissions rate will be 84 percent below the
Kentucky coal plant average. And virtually all particulates will be removed.

Thoroughbred is among a new generation of coal-fueled power plants designed to

provide low-cost energy to meet growing needs while continuing to achieve the
nation's environmental goals.

THOROUGHBRED ENERGY PROJECTED EMISSIONS

Advancsd emissiot] coniral technologies will make Thamughbred the cleanast major coal-fueled

réant east of the Mississippi River. Thoroughbred's emissions will be deamatically lower than
the U.S. coal plant average and below proposed emission Bmits targeted welt into the future.
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If you have questions or want to learn more, please email us at

ThoroughbredEnergy@PeabodyEnergy.com or call our Thoroughbred hotline at
270.338.0311.

Generation Development | Prairie State

http://www.peabodyenergy.com/Operationsproducts/Thoroughbred.html 07/09/2003
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MyInKy: News From The Gleaner Pagelof'1
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Tn orint this page, select File then Print from your browser
?http://www.mylnky.com/ecp/gIeaner_news/articlelo,1626,ECPN4476_1893992,00.htmI '

-.ate board rejects proposed power plant

By CHUCK STINNETT, Gleaner staff
April 17, 2003

A state board has rejected a proposal for an electric generating plant in central Kentucky because its developer refused to
obtain local planning and zoning approvals.

Kentucky Pioneer Energy LLC sought to buiid a 540-megawatt power plant in Clark County to produce electricity for East
Kentucky Power Cooperative. ’

But the Kentucky State Board on Electric Generation and Transmission Siting on Wednesday refused to grant Kentucky
Pioneer a construction certificate, saying the company failed to comply with Clark County's planning and zoning regulations.

The siting board said it rejected the developer's claim that it is exempt from local planning and zoning requirements.

The board said it would reconsider the matter if Kentucky Pioneer complies with the planning and zoning regulations within six
months. '

Kentucky Pioneer, which is affiliated with Cincinnati-based Global Energy Inc., had intended to fue! the plant with synthetic
gas produced on-site from a mixture of coal and fuel pellets made from garbage.

"Obviously the denial of application is a setback to the process of building a plant,” said Kevin Osbourn, spokesman for East
Kentucky Power. The co-op has pursued a number of projects to increase its access to electricity, and it intended to buy 100
ent of the power generated by Kentucky Pioneer.

rast Kentucky Power produces power for 16 rural electric co-ops that have more than 450,000 customers in 89 counties.

"We do have a continuing interest in the power" and will monitor the matter to see whether Kentucky Pioneer appeals the
ruling, Osbourn said. ‘

Kentucky Pioneer officials couldn't be reached immediately for comment.

The state siting board was established last year after some 20 power plant projects were proposed in Kentucky. Many or most
of those projects have since apparently been dropped for reasons ranging from the collapse of the energy trading market in

the wake of the Enron scandals to rising costs for natural gas that would fuel some of the plants to the general weakness of
the nation's economy.

The siting board last year granted its first and only construction certificate to Kentucky Mountain Power LLC for a 520-MW
coal-burning facility in Knott County.

Three other companies have filed notices of intent to submit applications, including Peabody’s project in Muhlenberg County
as well as proposed plants in Estill and Marshall counties.

The proposed Cash Creek Generation power plant project in Henderson County hasn't done so yet. Manager Mike Mclnnis said

Wednesday that the project is still in development, though its timetable has been pushed back until electricity shortages
become evident.

The Cash Creek project won approval in 2001 for rezoning more than 1,900 acres aiong the Green River.

v
J
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Peabody Energy said it will release its
first quarter 2003 results on
Wednesday, April 16. A conference call
to review the results has been set for
10 am CDT that day. For more
information, go to http://
www.peabodyenergy.com.

Coal Daily, 4/10/03

Environmental Challenge Delays
Peabody’s Thoroughbred Project

Peabody Energy will have to wait another five months
before the next step in the continuing battle over its
proposed Thoroughbred power plant in Muhlenberg
County, Ky.

Oral arguments involving an appeal of the plant's
air permit have been scheduled to begin Sept. 19 in
Frankfort, Ky., with a formal hearing before an
administrative law judge set for early November.

Peabody was granted a pre-construction air permit
from the state in October (CD 11/12/02; 1/24/03), but
environmentalists led by the Sierra Club appealed,
stalling the process. Negotiations between Peabody and
the Sierra Club broke down last month (CD 3/17/03).
At a membership meeting over the weekend, Sierra Club
officials said stopping the plant was among their top
national priorities.
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Coal Daily, 4/9/03

Peabody Buys Rest
Of Black Beauty

Peabody Energy completed a $90
million purchase of the remaining 18.3
pct of Black Beauty Coal it didn't
already own, the company announced
yesterday.

Black Beauty's seven mines in
Illinois and Indiana sold 24.1 million
tons of high-, medium- and low-sulfur
coal in 2002.

Peabody will now also have full
ownership of southern Illinois coal
mining firm Aclar, which recently
appointed former Peabody exec John
Hill as operating manager (CD 9/27/
02). Aclar’s ownership was previously
split between Peabody and Black
Beauty following a buyout of Franks
~ Energy in September 2002. The $90
million purchase price for Black
Beauty includes other “contingent
considerations,” Peabody said.

Steve Chancellor will remain as
Black Beauty's chairman at the
Evansville, Ind., offices and Dan
Hermann will become the company’s
CEO, reporting to Peabody top exec Irl
Englehardt. Black Beauty is the largest
coal company in the Midwest and sells
93 pct of its output under multi-year
contracts. Peabody says the acquisition
will be accretive to earnings this year.



Coal & Energy Price Report, 4/9/03

Peabody continues fight to run Thoroughbred as greenies nay, whinny
Peabody Energy’s proposed Thoroughbred Energy Campus has been granted an air quality permit from the Kentucky
Division for Air Quality, but the fight with the Sierra Club and other environmenta] groups opposing the project continues.

Shortly after the project received its permit last October, the Sierra Club appealed the decision, questioning whether the
coal-fired plant to be located in Muhlenberg County, K'Y, would meet Clean Air Act requirements.

Oral arguments are scheduled to begin September 19, and a formal hearing before an administrative law judge has been set
for November 3-14.

Peabody officials continue to tout the Thoroughbred project as potentially one of the cleanest power plants in the country.

“We feel very confident that the plant is an excellent model for environmental improvements and succeeds on
environmental fronts terrifically,” 2 Peabody official told Coal & Energy Price Report. “We feel good about our chances. We
believe it represents an enormous environmental leap and provides a form of low-cost electricity.”

Citing Peabody’s permit, the environmentalists’ appeal claims the project’s two 750-MW generating units could emit as
much as 420 pounds of mercury, 509 tons of volatile organic compounds, 326 tons of sulfuric acid mist and 10,948 tons of
sulfur dioxide. An attorney for the Sierra Club said the case is important because of the potential impact on Mammoth Cave
National Park, which is located about 50 miles from the proposed plant.

Peabody Energy maintains that the plant will create emissions far below the national average.

«J¢ will have advanced scrubbing,” a Peabody official said. “It takes a coal that is eight or nine pounds per million Btu of
SO2 and brings it down to 0.167 pounds. We’ve got SCRs (Selective Catalytic Reduction) and precipitators.”

If all goes well for Peabody, construction of the plant would begin at some point in 2004.

Facing potential coking coal cuts, Peabody latest on Brazilian dance card
Peabody Energy is up to bat this week at the Brazilian steel negotiations, and if other recent U.S. settlements are an
indicator, the met coal exporter might be forced to accept price cuts of $1.00/ to $2.00/ per tonne on FY03 contract tonnage.
Here is the U.S. scorecard so far:
Alpha Resources
e 300,000 tonnes of Herndon at $52.58/tonne FOB East Coast (down $1.02/tonne)
e 65,000 tonnes of McClure at $52.00/tonne FOB EC
e 20,000 tonnes of Kingwood (high sulfur) at $44.70/tonne FOB EC
Jim Walter Resources
o 490,000 tonnes of Blue Creek No. 5 at $48.55/tonne FOB Gulf (down $2.05/tonne)
e 630,000 tonnes of Premium blend at $48.55/tonne FOB Gulf (down $2.05/tonne)
CONSOL
o 170,000 tonnes of Buchannan at $52.65/tonne FOB EC (down $1.44/tonne)
» 100,000 tonnes of Bailey at $41.00/tonne. FOB EC (down $0.85/tonne) :
Massey left the first round of the negotiations without a contract settlement. Unconfirmed reports say that the BSM
wanted Massey to accept a large price cut, scaling back from its current price of $71.00/tonne FOB East Coast to near $56.00/
tonne.
It’s easy to see why Massey might want a second or even third round of negotiations with the BSM, which should take
place later this month. :
In other news, another North American exporter, the new Fording Coal Partnership, has secured contracts to supply 1.3
million tonnes of met coal to the BSM at an average price of $43.50/tonne FOB Vancouver (down $2.00/tonne).

ML sees Arch improving in 214 half,

Peabody benefiting from Indiana deal

Despite a disappointing earnings forecast from Arch Coal, one major
Wall Street analyst isn’t swayed from his positive view of the
company.

“We forecast an improved second half of 2003 as coal inventories at utilities continue to tighten, electricity generation
continues to rise, and Arch continues to hold back shipments until acceptable price levels can be reached,” Dan Roling of
Merrill Lynch wrote. “Accordingly, we reiterate our buy on the shares of Arch Coal.”

Merrill Lynch’s 12-month price objective of $25/share represents a 20 percent discount to the market multiple for 2004

arnings, Roling noted. Historically, Arch has traded between 12 to 14 times earnings. :

Further, Roling is bullish on Peabody Energy’s acquisition of the remaining interest in Black Beauty Coal.

_“We view this acquisition as a positive step in the further consolidation of the coal industry,” Roling wrote.

Merrill Lynch reiterated its “buy” on Peabody shares.
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Fight over Ky. coal plant spills over to other states

Monday, April 7, 2003

Fight over Ky. coal plant spills over to other
states

The Associated Press

LOUISVILLE - The battle over a proposed coal-fired power plant in
western Kentucky extends beyond the state's borders, an
environmentalist says.

“It's important to stop this plant,* said John Blair, who Iead_s Vlalley
Watch in Evansville, Ind. “If it gets the financing and permits, |t_w1|l
be followed by additiona! plants in this region.” Biair was re;fe.rrlng to
Peabody Energy's proposed Thoroughbred plant, to be built in
Muhlenberg County's Central City. His group hqs jomec_i the Sierra
Club in opposing the plant, in part because of air pollution concerns.

Blair was one of several speakers who addressed about 25 Sierra
Club members from nine states in Louisville over the weekend for
the club's Midwest Regional Conference on coal-fired power plants
and other concerns. .

Coal Daily, 4/8/03

In Brief...

Evolution said yesterday it had
brokered what may be the first coal
futures transaction on the New York

~ Mercantile Exchange's ClearPort

"~ system (CD 3/10/03; 4/2/03): The
deal called for 5 barges/month
running from July to December 2003
at 33.25/ton. The transaction is being
cleared through NYMEX, so neither
counterparty is aware of the other's
identity.

Investment firm Friedman Billings
Ramsey & Co. identified Arch Coal,
CONSOL Energy and Peabody Energy
as three publicly-traded coal
companies that would be likely to
benefit from language in the upcoming
US House and Senate energy bills (CD
3/25/03). Grants and tax credits
stemming from clean coal technology
funding could be available to these
companies, which are some of the
largest producers of coal in the US.
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" oal-fired plant called health threat

Courier & Press
By The Associated Press

April 7, 2003

LOUISVILLE, Ky. - The battie over a proposed coal-fired power plant in western Kentucky extends beyond the state's borders,
an environmentalist says.

"It's important to stop this plant," said John Blair, who leads Valley Watch in Evansville, Ind. "If it gets the financing and
permits, it wili be followed by additional plants in this region."

Blair was referring to Peabody Energy's proposed Thoroughbred plant, to be built in Muhlenberg County's Central City. His
group has joined the Sierra Club in opposing the piant, in part because of concerns about air pollution.

Blair was one of several speakers who addressed about 25 Sierra Club members representing nine states during a gathering

in Louisville over the weekend for the club's Midwest Regional Conference on coal-fired power plants and other environmental
concerns.

In October, the Kentucky Division for Air Quality, which is part of the Natural Resources and Environmental Protection
Cabinet, issued a pre-construction air permit for the plant.

But environmentalists appealed the decision in November, questioning whether the plant would meet the federal Clean Air
Act's requirements.

Svec, a spokesman for St. Louis-based Peabody, said the company is working through the appeals process.

"We believe the plant will set new standards for the best available control technologies for emissions and will be cleaner than
the national average,”" Svec said.

But environmentalists said Thoroughbred represents a health threat.

Liz Natter, an attorney who represents the Sierra Club in its legal challenge to the air permit, said the case is important

because of the health issues as well as the potential environmental impact on Mammoth Cave National Park, about 50 miles
east of the proposed plant.

The health effects also could reach many peopie beyond the immediate area, including Louisville, Natter said.
"Pollution from coal-fired plants travels a long way," she said.

Citing Peabody's permit, the environmentalists' appeal said the plant has the potential to emit annually 420 pounds of
mercury, 509 tons of volatile organic compounds, 326 tons of sulfuric acid mist and 10,948 tons of sulfur dioxide.

Oral arguments are scheduled to begin Sept. 19, and a formal hearing before an administrative law judge has been scheduled
for Nov. 3-14, with an extra day, Nov. 21, if needed.
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The significance of the battle over a proposed coal-fired power plant in Western Kentucky extends beyond the
state's borders, an environmentalist said yesterday. '

"It's important to stop this plant," said John Blair, who leads Valley Watch in Evansville, Ind. "If it gets the
financing and permits, it will be followed by additional plants in this region."

Blair was referring to Peabody Energy's proposed Thoroughbred plant, to be built in Muhlenberg County's

Central City. His group has joined the Sierra Club in opposing the plant, in part because of concerns about air
pollution.

Blair was one of several speakers who addressed about 25 Sierra Club members representing nine states during a
gathering in Louisville for the club's Midwest Regional Conference on coal-fired power plants and other
environmental concerns. The conference, being held at the Inn at Jewish Hospital, concludes today.

In October, the Kentucky Division for Air Quality, which is part of the Natural Resources and Environmental
. Protection Cabinet, issued a preconstruction air permit for the plant.

_at environmentalists appealed the decision in November, questioning whether the plant would meet the federal
Clean Air Act's requirements.

Vic Svec, a spokesman for St. Louis-based Peabody, said the company is working through the appeals process as
well as seeking partners to help build and operate the plant, which could begin producing power in 2007 or 2008.

He said the plant "provides the basis for low-cost electricity and for major economic benefits to the region, and
allows for various strong environmental improvements.

"We believe the plant will set new standards for the best available control technologies for emissions and will be
cleaner than the national average.

"The United States needs additional energy resources, and they have to be low-cost. Kentucky is in a wonderful

position to provide lowcost electricity and can do so in a way that is friendly to the environment, and that's what
Thoroughbred represents."

In the minds of the environmentalists, however, Thoroughbred represents a health threat.

"There's plenty of solid government research that coal-fired pollution is killing people," said Liz Natter, an
attorney who represents the Sierra Club in its legal challenge to the air permit.

Natter said the case is important because of the health issues as well as the potential environmental impact on
Mammoth Cave National Park, about 50 miles east of the proposed plant.

4 e health effects also could reach many people beyond the immediate area, including Louisville, Natter said.

"Pollution from coal-fired plants travels a long way," she said.
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Natter also said: "It's time for Kentucky to catch up with other states in using the latest and cleanest technology

for making electricity from coal. Our position is that Thoroughbred rejected or failed to consider technology that
could make it cleaner."

/said technology is changing rapidly, and "we don't want to be permitting today in Kentucky for plants that are
going to be obsolete in three, four or five years and become the belching dinosaurs of tomorrow."

Citing Peabody's permit, the environmentalists' appeal said the plant has the potential to emit annually 420
pounds of mercury, 123 pounds of beryllium, 509 tons of volatile organic compounds, 326 tons of sulfuric acid
mist, 6,029 tons of nitrogen oxides and 10,948 tons of sulfur dioxide.

The case is proceeding through the appeals process, with depositions being taken and documents being studied.

Kerry Holt, a spokeswoman for the state Natural Resources Cabinet, said oral arguments are scheduled to begin

Sept. 19, and a formal hearing before an administrative law judge has been scheduled for Nov. 3-14, with an extra
day, Nov. 21, if needed.

"I think we're fighting a good fight," Natter said in an interview. "We're up against an opponent with far more

resources than we have, but we're in it for the future -- of Kentucky's air quality, and of the health of kids who
will breathe that air."
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Coal Daily, 3/17/03

horoughbred Permit
egotiations Break Down

Peabody Energy's proposed 1,500 MW power plant in
Muhlenberg County, Ky., hit another hurdle this week as
negotiations over its air pollution permit broke done.

Peabody lawyers had been meeting privately with a
mediator and with lawyers for the Sierra Club and other
environmental groups which last November appealed the
decision by Kentucky regulators to grant Peabody an air
permit for its proposed Thoroughbred Energy plant (Cb 11/
12/02; 11/18/02; 1/24/03). ,

But attempts to mediate the appeal have fallen through,
according to both sides, and they now expect the matter
to go before a state hearing officer in late July.

Both sides said they were legally bound not to discuss
details of the negotiations. _

Opponents have made clear what their objections are,
though. While Peabody insists that the two-year permitting
process resulted in stringent environmental controls,
environmentalists contend it wasn't rigorous enough. They

want additional
analysis - of
downwind pollution
from the plant, and
insist that Peabody
has failed to design
“best-available”
pollution-control
technology for the
plant.

Location
has been a major
issue. EPA -ranks
Muhlenberg County

10th out of 736 counties in the southeastern US for health
risks associated with air pollution. _

Peabody argues that technology for the proposed $2
billion plant will remove 98 pct of the SO, from the western
Kentucky coal to be burned there and more than 80 pct of
the NO,. But environmentalists want hourly emissions limits
that would hold the utility responsible for large one-time
releases of several categories of pollutants.

Senate Sees New
Clean Coal Tech Bill

A bill offering tax credits and funding for clean coal
technology was introduced into the US Senate last week.
The legislation is similar to a bill that was introduced in
the House (CD 3/13/03).

Senate Bill 582 would create the Clean Coal Energy
Research, Development and Demonstration Act of 2003. The
legislation would give increased funding to clean coal
technology development and speed implementation of
equipment.

Introduced by Sen. Jim Bunning (R-Ky.), the legislation
authorizes the appropriation of $2 billion for technology
development, including the creation of a new research and
development program. The program would be geared towards
demonstrating best available -control technologies at new

-and existing plants, and would also offer grants to

universities to advance new clean coal technologies. The
program also authorizes the government to pay up to 50
pct of a privately sponsored clean coal demonstration project
that the Department of Energy has approved.

The bill would also make available tax credits for
utilities to use when installing clean coal technology.
Among the bill's provisions are:

« a production tax credit of 0.34¢/kWh
for electricity produced from existing
coal-based facilities that have
repowered with clean coal technology
within 10 years of the bill;

« a 10 pct investment tax credit for
investments in qualifying advanced
clean coal technologies for use in new,
retrofitted or repowered units;

+ an efficiency-based production tax
credit during the first 10 years of
operation of a new, retrofitted or
repowered qualifying advanced clean
coal facility; and

+ an offset against payments required
as an annual return on appropriations
by the Tennessee Valley Authority.
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ralks collapse on power plant permit talks collapse
Peabody foes expect state hearing

By MARK WILSON Courier & Press staff writer 464-7417 or mwilson@evansville.net
March 14, 2003

Attempts to mediate an appeal of the air pollution permit for a proposed power plant in Muhlenberg County, Ky., have broken
down, attorneys for both sides said. ’ '

Oppdnents of Peabody Energy's Thoroughbred Energy Campus are now expecting their challenge to be heard before a
Kentucky hearing officer in Frankfort, Ky., beginning on July 28. The hearing could last up to two weeks, said Liz Natter, an
attorney representing the Sierra Club, Valley Watch and several concerned citizens in the appeal.

Both sides said they were Iegally bound not to discuss details of the mediation effort. A Peabody representative also declined
to discuss the company's motion to have at least part of the challenge to its permit thrown out.

The groups want the permit for the 1,500-megawatt power plant to be built near Central City, Ky., sent back to be reworked.
The power plant would be one of the first coal-burning power plants built in the country in years.

The appeal was filed in November 2002 after a permit process that lasted nearly two years - and which Peabody

spokeswoman Beth Sutton contends resulted in a project with even stronger environmental controls. "The permitting process

is rigorous. We have engaged in a very open permitting process for a period of more than 18 months," Sutton said. "The

points that are being made (by opponents) have been fully vetted and carefully considered by the Commonwealth and

" ple regulatory agencies. There were two public hearings and comment periods, both of which were extended." Opponents
.-gree that the permit that resuited from that process will be protective enough of human health and the environment.

"I'm still disappointed that we don't have any downwind (pollution) analysis and no preconstruction monitoring was done. It is
clear that there are likely to be violations (of the new ozone pollution standards)," said John Blair, president of Valiey Watch,
an Evansville-based environmental group.

Blair said he believes that the project will have an impact on Evansville air quality.

In addition to charging that there was an inadequate review of the risk to human health and the environment, the lawsuit also
charges that the proposed power plant will affect Mammoth Cave National Park and that the permit violates the federal Clean
. Air Act by not requiring the best available poliution control technology.

Muhlenberg County ranks 10th out of 736 counties in the Southeastern United States for health risks associated with air
pollution, according to the U.S. Environmental Protection Agency.

Peabody argues that the $2 billion plant would remove up to 98 percent of the sulfur from the high-sulfur Western Kentucky
coal to be burned there and more than 80 percent of the ozone-causing nitrogen oxide.

The Sierra Club would also like the permit to include an hourly emissions limit that would help hold the utility responsible for
large one-time releases that might cause environmental and health threats but not skew the averages for the other limits
enough to bring enforcement actions. :
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Pollution permit battle continues for proposed
Peabody power plant

. By MARK WILSON, Courier & Press staff
March 14, 2003

EVANSVILLE -- Attempts to mediate an appeal of the air
pollution permit for a proposed power plant in Muhlenberg
County have broken down, attorneys for both sides said.

Opponents of Peabody Energy's Thoroughbred Energy
Campus are now expecting their challenge to be heard before
a Kentucky hearing officer in Frankfort beginning on July 28.
The hearing could last up to two weeks, said Liz Natter, an
attorney representing the Sierra Club, Valley Watch and
several concerned citizens in the appeal.

Both sides said they were legally bound not to discuss details
of the mediation effort. A Peabody representative also
declined to discuss the company's motion to have at least part
of the challenge to its permit thrown out.

The groups want the permit for the 1,500-megawatt power
plant to be built near Central City sent back to be reworked.
The power plant would be one of the first coal-burning power
plants built in the country in years.

The appeal was filed in November 2002 after a permit process
that lasted nearly two years -- and which Peabody
spokeswoman Beth Sutton contends resulted in a project with
even stronger environmental controls.

"The permitting process is rigourous. We have engaged in a



very open permitting process for a period of more than 18
months," Sutton said. "The points that are being made (by
opponents) have been fully vetted and carefully considered by
the Commonwealth and multiple regulatory agencies. There
were two public hearings and comment periods, both of which
were extended."

Opponents disagree that the permit that resulted from that

process will be protective enough of human health and the
environment.

"I'm still disappointed that we don‘trhave any downwind
(pollution) analysis and no preconstruction monitoring was
done. It is clear that there are likely to be violations (of the

new ozone pollution standards)," said John Blair, president of |

Valley Watch, an Evansville-based environmental group.

Blair said he believes that the project will have an impact on
Evangsville area air quality.

In addition to charging that there was an inadequate review of
the risk to human health and the environment, the lawsuit also
charges that the proposed power plant will impact Mammoth
Cave National Park and that the permit violates the federal

Clean Air Act by not requiring the best available (pollution)
control technology.

Muhlenberg County ranks 10th out of 736 counties in the
Southeastern United States for health risks associated with air

pollution, according to the U.S. Environmental Protection
Agency.

"They failed to use or consider available off the shelf

technology that would allow this to be a cleaner plant," Natter
said.

The permit sets limits on the amount of various pollutants the
plant can release into the atmosphere. Coal-fired power plants
are regarded as major sources of pollutants such as nitrogen
oxide, sulfur dioxide, particulate matter and mercury that
contribute to smog, acid rain and other environmental and
health problems.

Peabody argues that the $2 billion plant would remove up to
98 percent of the sulfur from the high-sulfur western



Kentucky coal to be burned there and more than 80 percent of
the ozone-causing nitrogen oxide.

The permit limits the plant to emissions of 0.08 pounds of
nitrogen oxide per million Btus, and 0.41 pounds of sulfur
dioxide per million Btus over a 24-hour average or 0.167
pounds over a 30-day average.

The Sierra Club would also like the permit to include an
hourly emissions limit that would help hold the utility
responsible for large one-time releases that might cause
environmental and health threats but not skew the averages for
the other limits enough to bring enforcement actions.

Environmentalists also take exception with permit language
that allows Peabody to only test the coal it burns for mercury
four times a year.
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PSC fears U.S. rules could raise power costs
Open-market push could hurt consumers, Kentucky economy

By BILL WOLFE
- bwolfe@courier-journal.com

The Courier-Journal

Kentucky's Public Service Commission is trying to pull the plug on changes being pushed ‘t3y the Federal
Energy Regulatory Commission that the PSC fears could raise power rates here — and cut into the
economic advantages Kentucky gains from its relatively cheap electricity. '

Concerns center on the federal regulators and on the Midwest Independent Transmission System Operator
(MISO), a FERC-approved organization that manages a multi-state energy grid to ensure the smooth flow
of electricity and to foster a regional marketplace for electricity.

By next March 31, MISO, in Carmel, Ind., also will launch and operate a wholesale market where utilities
will buy and sell electricity online.

MISO said its efforts will increase revenues to Kentucky utilities by helping them export surplus power
and will give the state a backup power source should it ever need one.

But critics say the push for an open market in electricity will leave Kentucky consumers paying costly
administrative fees into MISO and footing at least some of the bill for power-grid improvements needed
to serve out-of-state customers.

.~ MISO and FERC officials insist they are part of a movement that will generate a more efficient and
- reliable electrical system for everyone.

"We provide independent calculations of the capacity on the transmission lines," said MISO

spokeswoman Mary Lynn Webster. "We have an independent market monitor and an independent
marketing plan in place."

FERC spokesman Bryan Lee cited "considerable" gains in reliablity and efficency by using MISO.

But the Kentucky Public Service Commission and LG&E Energy, parent of Louisville Gas & Electric Co.
and Kentucky Utilities, aren't sold on the idea.

"We really don't need the things that MISO is selling," said Martha Morton, an engineer with the
Kentucky Public Service Commission.

LG&E Energy pays $6 million to $10 million a year in administrative fees to MISO — costs that could be

passed on to consumers if they affect LG&E's bottom line, said Doug Bennett, spokesman for the power
company. _ , '

"Our primary concern is, are those costs just and reasonable?" said Mark J ohnson, director of transmission
operations for LG&E. "It becomes an issue of do we need a Rolls Royce, or would a Chevy do?"

"Based on some of our preliminary review, there is a question as to whether or not maybe we are going
too far," Johnson said.



The commission contends that benefits from the market and grid improvements are likely to flow to
high-cost energy states like Michigan and Ohio, and that Kentucky, where coal-fired generators give the
state the lowest-priced electricity in the nation, would see only added costs.

The potential for additional business from out-of-state companies has Peabody Coal Co. applaudmg
L efforts by the federal commission and MISO.

That will make it easier for companies like Peabody to build generating plants in Kentucky, burn
Kentucky coal and sell the power out of state, said Jacob Williams, vice president of generation
development for the St. Louis power and mining company.

MISO doesn't concede that its operations ultimately will raise prices for Kentucky consumers. In fact,
LG&E may save money by turning over some of its transmission oversight duties to the regional
organization, said Ron McNamara, the organization's vice president of regulatory affairs and chief
economist. Also, "the LG&E transmission system should be able to run more efficiently because of that," -
he said, resulting in "a more optimal mix of generation at a lower cost."

. Kentucky officials also complain that the federal and MISO efforts seem intended to create a "socialized"
power market, where everyone pays similar rates for power. That would diminish one of Kentucky's
strongest marketing tools — the cheap power that has helped attract auto plants, steel and aluminum mills
and other manufacturers. Kentucky wants to maintain its price advantage.

Moreover, they contend that MISO is taking on a role that Kentucky and other states never 1mag1ned when
its foundations were laid in the 1990s.

MISO's initial task was to monitor the region's power grid, direct electrical traffic, ensure open access to
power lines and avoid congestion on the grid. It also would set up a one-price payment system for utilities
that send their power across grids operated by other systems so that they would not be charged multiple
layers of access fees.

Grumbling began from utilities opposed to new administrative fees and transmission charges that go to
operate MISO. LG&E, in particular, is irate that FERC set aside a deal the Louisville company had
worked out with MISO that would have deferred certain transmission charges for six years.

In a filing with FERC, LG&E berated the federal regulators, who it said had "ignored the benefits
provided by LG&E/KU to the entire MISO grid." Instead, the commission "has elected to ram down the
throats of these low-cost utilities costs clearly not commensurate with benefits received," the company
said in a request for a rehearing.

LG&E argued that about 90 percent of its electricity goes to its regular customers in Kentucky and that it
"receives little benefit from LG&E/KU's participation in MISO."

"On the other hand," LG&E wrote, "other MISO customers will likely obtain substantial benefits from
LG&E/KU's participation."

FERC's Lee said that the wholesale market was "not something that we are requiring the region to do as

much as they are asking to do," and that it represented requests from a consensus of state regulators from
within MISO.



Kentucky's regulators are leery of taking additional loads onto the state's power lines that would require
expanding and improving the statewide grid — especially if the power serves customers in other states.

The state's gnd can handle its "native load" reliably, the PSC said in a 2001 study. But it was "not

designed to move large amounts of power through the state, and attempting to do so could threaten
reliability of those transmission systems."

It would be unfair to ask Kentucky consumers to pay for system upgrades, the study said, and "there is no
evidence of tangible economic benefits" for those customers.

Kentucky customers would not necessarily have to pay for transmission upgrades, said James P.
Torgerson, president of MISO.

"Our position on that is that those who benefit should be those who pay the cost," he said.

~ MISO officials also argue that the cost of operating the new wholesale energy market won't burden typical
customers. "The cost to a consumer in Kentucky is about 1 cent a month," Torgerson said.

PSC spbkesman Andrew Melnykovych said the commission's disagreements aren't as much with MISO as
with the federal regulators who set the organization's mission.

FERC's approach is "a blatant effort to federalize the electricity industry" and push states away from a
regulated power industry toward a free-market system, Cooper said.

"It's a perfectly rational choice not to be part of it, and they are trying to force everyone to take part," he
said.

Lee said that open energy markets "are a fact of life for wholesale power at this point. We can't stuff the
genie back in the bottle."

However, he said, "whatever the startup costs are for the people of Kentucky, they will pay dividends in
the long run."
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PEABODY:: cnmcs SEEK:
‘| TO ‘CREATE CONFUSION"

- Peabody Energyi is accusmg a
coalition ™ of .environmentat-
groups of attemptingto “createé
confusion” aboutthe'source of
coal the companyintends to use
atits proposed Thoroughbred
Energy.Campus, a nearly $2-bil-

lion" project  in- Muhlenberg .

County, Ky., that will include a
1,500-megawatt power plant
and an adjacent underground
mine.

-Inlate ]anuary, Peabody ﬁred
offa spirited response to U.S.
Environmental Protection Agen-
cy (EPA) Administrator:Christine
Todd Whitman after the envi-
rorimental groups petitioned
Whitman-to evérturn a Kentucky
air-quality permitissued late Jast
year for the project because
Peabody allegedly “misled” reg-
ulators about Theroughbred:

The groups, led by the Natural
Resources Defense Council,
claimed-the St. Louis-based coal
company has attempted to jus-
tify its refusal to burn lower-sul-
fur coal in Thoroughbred. or
wash higher-sulfur coal before
itisusedin the plant “byrepeat-
edly asserting that the plant
would draw its coal frem-an
adjacent mine that contained
only high-sulfurcoal and had no
space for a coal-washirg opera-
tion.” They forwarded thie EPAa -
document that-puirpoertsito-cast
doubt on Peabody’s-assertion
that Thoroughbred would be a

mine-mouth Operatwn 6

cording to the mefiit prep
by the U:S. Fish and:Wildlife

Service, 4 Peabody official iden- G

—

"~ tified only asa “safety engineer” ;
" is quoted.'as sayrﬁg during a
] meeunglastAugust atPeabody's

- Gibraltar mine near. the

Thoroughbred plant site that the

eabody mine would-enty
yperate for- three or four years.
ATh : :Peabody would trans-
port coal to the power plant-
from a new mine to be located
-near. Island. in nerghbormg
"McLean County. '
Peabody, saying it wanted to. |

“set the record straight,” told
Whrtman the envrronmental
_groups “in¢orrectly assume that .
the Grbraltar mine would be the

source of the coal” for. Thor-
oughbréd.

" “As indicated in numerous
, permit documents, the coal for
(T horoughbred ) will come from
the 'oposed Thoroughbred
. mine; “which hés yétto be.con-
_stracted anid. pu 0 opera-
tion,” Peabody ‘said. “The new
Thoroughbred mine, as stated,

| is adjacent to-the plant site, but
| itisnotthe existing ‘Gibraltar
| mine,” which is a surface mine

located to the east of the (Thor-

" oughbted) site.” The Thor-
; oughbred mine is expected to
| produce at least 4 million tons

—

of.coal-annually. The Therough:
bred mine portal and facilities
will be Jocated on property adja- '
cent to and less than two miles |
northwest from the Thorough-
bred site, Peabody said.

Coal will be moved by con-
veyor from the Héw mine to the
power plant. . Over the 30-plus- .-
year.design life.of the pow‘er '

plant; the ’I‘horoughbred mitie’ '

will e)'ztend urrdergr'o uﬁ
three countr -
Ohio, and Mclean, in. western
Kentucky. ‘
Peabody said the ma]onty of
the Thoroughbred site and the

' Muhlenberg,

+ new mine site v

wrll ‘be under

' From-an envi

| mine safety standpoint, “
. makes the area unsuitable for
locating the large’ surface
impoundnents needed to treat

" ¢oal'wash sturry,” the company

“Therefore,
would hiive to

* site. The econ

; ronmental

vtransportatlon dl

washing unde
dre uhacceptablé for the Thor- /

, oughbred project.” CA _ .




NEW MINE -

INSPECTORS TC BE HIRED !

The Bush administration
plans to create 55 new inspector
jobs at coal, metal, and non-
metal mines, in addition to 21
new jobs to staff the newly
established Office of Small Mine
'Health and Safety, 11 to improve
safety and prevent accidents of
the kind in the recent past.

The new office regulates more
than 6,500 mines nationwide,
each mine employing five or
fewer individuals, and the office
covers about one-half of all met-
al and nonmetal mines, and up

t0 20% of all coal mines, accord-
ing to Assistant Labor Secretary
Dave Lauriski, chief of the Mine
Safety and Health Adminis-
tration (MSHA).

The small mine fatality rate in
2000, the latest data available,
was nearly four times greater
than the rate in mines with 20 or
more employees, Lauriski said.
“We need to reach out to those
folks and help them improve,”
he said. N

Public attention on mine safe-
ty heightened since the dramat-
ic rescue of nine Quecreek
miners from a flooded pit near

Coal Age Magazine

March 2003

" Somerset, Pa., last July, and

more recently, the accidental
deaths of three contract employ-
ees drilling a mine shaft in
northern West Virginia.

MSHA proposes a budget of
$266 million for fiscal 2004, an :
- increase of less than 1% from the

$264 million requested the pre-

" vious year. The agency was crit-

icized for having cut its budget
6% in fiscal 2002.

“The most important thing is

how do we allocate the re-
sources to get the bestreturn on
ourinvestments,” Lauriski said.

"And_of course, our investiment
in employee time, and then the
return on that investment is
most certainly the number of
people we help send home to
their families at the end of each
and every work shift.”

MSHA TO BOOST
CIVIL PENALTIES

The Mine Safety and Health -
Administration (MSHA) plans to
increase its fines by about 10% -
to account for inflation. The new
fine schedule raises the maxi-
munm civil penalty from $55,000
to $60,000. The new fines will
take effect April 11 and they will |
apply to citations and orders
issued after April 11, but not to
pending fines.

The Debt Collection Improve-
ment Act of 1996 authorizes fed-
eral agencies to adjust civil
penalties to account for inflation
at least once every four years.

MSHA last adjusted its fines
for inflation in June 1998. The
agency plans to increase its civ-
il penalties by 10.4%, a factor
equal to the increase in the gov-
ermunent’s conswmer price infla-
tion index since then.

The direct final rule increas-
es the maximum daily civil
penalty by $1,000 to $6,500. It
keeps the penalty for miners
who use or carry smoking mate-
rials underground at $275,
because the Inflation Adjust-
ment Act requires agencies to
round some penalty increases
to the nearest $100.
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Ty woild be s_u_p‘phed 'from-but-of‘—'st-ate‘soﬁrces, e study says.
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Mammoth Cave National Park in-

. cludes the longest cave known on’

- Earth. But Kentuckyians are justas |
proud of its surface activities, which
include backpackmg and hiking on 70

- miles of rugged trails and angling and

, canoeing on more than 30 miles of

| the Green and Nolin Rivers. So when

" “the Kentucky Division for Air-Qual-
ity approved construction of a coal-
fired power plant just 50 miles west
of the park, the Cumberland Chapter i

" and local conservation groups 1m}n:cd1~
ately appealed the decision. Mammoth
Cave already has the worst average visi-
bility of all national parks, and Peabody
Energy’s 1,500-megawatt coal-fired

. plant would release 22 million pounds
of sulfur dioxide into Kentucky skies

i every year.

; But the Interior Department SIgned

| off on the state’s project, saying that the

| plant can initially operate at high emis-

. sions levels, with the company prom-

I ising to lower them after two years.

+ Environmentalists suspect that the cozy

~ compromise is related to the fact that

Peabody is a major Republican contrib-

! utor, and its chair, Trl Engelhardt; was

| an energy adviser to the Bush-Cheney

transition team. Club activists want _

: Kentucky to require Peabody to use

: “best available” pollution-control tech-

- nology as mandated by.the Clean Air

Act—and they’ll work oni securing best

available decision-makers 1 in the next \

. election.
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Boiler Industry: Surviving Rough Waters
By: Brian K. Schimmoller, Managing Editor

Market forces have dampened activity in the boiler industry, but various factors are sustaining a
suprising level of interest.

The boiler industry, which has gone through several ups and downs in recent years, sits in choppy

waters these days, buffeted on all sides by an array of economic, regulatory and financial issues. At
the beginning of the gas turbine boom, the boiler market - outside of heat recovery steam generators -
was flat to nonexistent. Environmental pressures, pending legal action against a number of coal plant

owners, and the higher cost and longer development times associate with boiler plants, kept the market
stagnant .

In the midst of the gas turbine boom, however, fortunes turned and the boiler industry looked poised
for substantial growth, as high gas prices and concerns about fuel security led many utilities and
plant developers to seriously evaluate coal-fired boilers for meeting future demand. Upwards of 50,000
MW of coal-fired boiler capacity was in some phase of development in early 2001.

The economic downturn, coupled with the financial and credit crunch in the power generation industry
in Tate 2001 and 2002, turned the tables on the boiler market again, and many of the solid-fuel boiler
plants under development quietly made their way to the back burner. New orders for HRSGs began to slow

during this time as well, in Tine with the overall industry slowdown and the rash of power plant
project cancellations.

Which brings us to early 2003. Gas prices have risen substantially, but the price rise has not
reinvigorated the boiler market - yet. With reserve margins climbing as new gas-fired power plants
come on-1ine, and with economic activity still subdued, developers are taking a much more cautious
approach than they did two years ago. The effect of liquefied natural gas (LNG) has also been
amplified. "LNG terminal operators and developers claim they can deliver gas to the U.S. coast for
less than $4.00/MMBtu.“ said Dennie Hunt, chairman of the board of the American Boiler Manufacturers
Association (ABMA). "I've also heard from power plant owners that they will favor gas turbine-based
plants over solid-fuel plants at gas prices up to $4.50-4.75/MMBtu." This changes the historic
economic equation with respect to boiler development.

Still, the longer higher gas prices persist, the more attractive coal-fired power plants become - and
the potential for a tight domestic gas market remains quite high. "A record level of domestic drilling
for natural gas in 2001 failed to produce the desired supply response necessary to adequately fuel the
new generat1on of gas-fired capacity already installed, and with many more units continuing through
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construction in 2003, this undersupply trend is anticipated to continue,” said Bernard H. Cherry,
president and CEQ of Foster Wheeler Power Group Inc. Despite gas prices of $4 and $5/MMBtu, twice the
traditional market Jevels, domestic drilling activity continues to stagnate.

New Capacity Requirements

A valid question facing boiler developers is how much new capacity will be needed over the next
several years. With 27 GW of new capacity brought on-Tine in 2000, 43 GW in 2001, about 62 GW in 2002,
and another 25-30 GW planned for completion in 2003 - almost exclusively gas-turbine capacity - the
need for additional capacity is uncertain. In its recently released Annual Energy QOutlook, the Energy
Information Admiriistration projects the need for 164 GW of capacity between 2001 and 2010. However,
with more than half of that total already in operation by 2003, the market for new generation through
2010 comes in well below 10 GW per year. EIA predicts 74 GW of new coal-fired capacity between 2001

and 2025, 17 percent of the new capacity total (428 GW), but almost all of that is projected for
operation after 2010.

The end of the gas turbine boom is forcing everyone to re-evaluate growth plans. Absent a 1990s-type
economic boom, growth will be Timited_for the next several years. "I don't expect the industry to come
out of the current slump in new orders until 2006/07," said Hunt. “And when new orders do come, it's
not clear if the new orders will be filled by new equipment or by the growing number of gas turbines

and HRSGs in storage or never completed." This introduces yet another uncertainty factor to the boiler
market .

The industrial side of the boiler market faces similar challenges. "The industrial boiler market is
almost entirely dependent on the economy and the removal of regulatory and economic uncertainty.” said
Randy Rawson, president of ABMA. "Until the markets calm down and we experience significant growth in
manufacturing, I don't see managers making decisions for major upgrades and optimizations. For
industrial boiler owners. the key is New Source Review. and whether people will be able to make
~confident long-term capital decisions regarding equipment upgrades . "

The makeup and operation of electricity markets will also influence the boiler market. For example,
given the current economics of electricity sales, changes in how the value of coal-fired generation is
perceived are bound to result. As gas prices escalate, the "coal spark spread” (difference between
power prices and coal prices) rapidly increases as well, which significantly improves the
profitability and value of coal-fired units.

“"The year-on-year change in coal spark spread in fourth quarter 2002 from fourth quarter 2001 was up
approximately. 140 percent - at $20.85/Mih versus $8.80/MWh," said Foster Wheeler's Cherry. "This was
partly due to a 40 percent increase in electricity price, year-on-year, in parallel with a modest
decline in coal prices. Power-generation industry participants. with large proportions of coal-fired
generation, are currently seen to have significant potential for earnings-per-share improvements,
while predominantly gas-dependent electricity producers are expected to see declining earnings.
despite the higher electricity price levels. If this paradigm shift in fuel prices for electricity

continues, the boiler industry could have no better promotion than the actual economics of daily
electricity sales.”

Regulatory Certainty

With the Republican Party attaining control of both houses of Congress, and with recent actions from
. the Bush Administration pertaining to environmental issues, many boiler-related participants are
optimistic about finally achieving the environmental certainty that will permit capital improvements.
Whether it's piecemeal, through individual legislative and regulatory proceedings, or comprehensive,
through an energy bill, is open to debate, but it's 1ikely that 2003 will see movement on a range of
issues, including New Source Review, multi-pollutant control. and renewable portfolio standards. "If
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the Republican Congress doesn't capitalize on this opportunity to take some regulatory and legislative
action with respect to environmental certainty, it will be a major disappointment," said Rawson.

The Bush Administration is already moving on New Source Review (NSR). In late November 2002, the EPA
proposed revisions designed to overhaul the NSR Program under the Clean Air Act, making it easier for
power plants to upgrade or perform maintenance without triggering New Source Review. EPA is also
seeking comment on language defining how routine maintenance, repair and replacement (RMRR) activities
would be handled, a controversial issue with a lengthy history.

The new NSR provisions could make projects such as the steam turbine upgrade at Xcel Energy's Valmont
plant in Colorado more common. Valmont spent $15 million to increase their steam turbine capacity from
181 to 195 MW without increasing Btu input, according to Thomas Hewson, principal with Energy Ventures
Analysis, in a report published in Electric Light & Power. Heat rate at Valmont fell from 10,400
Btu/kWh to 9,272 Btu/kWh, an 11 percent improvement.

“If the NSR is issued as the Bush administration proposed it. you'll see much more investment such as
Valmont's with accompanying improvements in heat rate."” said Hewson. Moreover, the investment risks
tagged to such projects will 1ikely be orders of magnitude Tower than those associated with new boiler
construction projects. The fate of the proposed NSR revisions is not certain, however, as several
Congressional critics have promised to effectively kill the new rules by refusing to a]]ow EPA to
spend money on implementation or enforcement.

Project Development

Although new boiler-based project development has slowed in the past year, it has not stalled
completely. Several large-scale projects continue. Although Reliant Energy has had to cancel or delay
at least a half-dozen projects - primarily gas-fired turbine projects - because of market and
financial conditions, construction never slowed at its Seward plant in western Pennsylvania. The 521
MW (net) waste-coal-fired merchant fluidized bed boiler project. which Reliant is developing with EPC

contractors Duke/Fluor Daniel and Alstom Power, is within budget and on-schedule for a May 1. 2004
operational date.

Construction was about 65 percent complete as of mid-January 2003, with all major materials on-site.
Somewhat ironically, Seward actually benefited from the industry slowdown, since the anticipated labor
shortage associated with power plant construction never materialized, according to Mike Proffit,
Reliant Project Engineering Manager.

Reliant Energy is on budget and on schedule for a May 2004 start-up of the 521 MW (net) waste

coal-fired fluidized bed boiler at the Seward plant in western Pennsylvania. Photo courtesy of Reliant
Energy .

Seward recently passed one of its main project milestones, completing site remediation tasks
associated with the 3.5 million tons of waste fuel impounded on-site from previous activities. Mixing
one part waste fuel with one part CFB ash from three nearby plants, Reliant remediated much of the

100-acre site with anywhere from 5 feet to 40 feet of material, according to Project Manager Rick
Blanchette.

Despite the relatively Tow power prices around the country for the past year. Seward sits in a prime
dispatch position. "The boiler market is not very active right now because of the broader slowdown in
demand, but we'1l be the Tow-cost producer in the PJM market." said Proffit. Seward will provide
two-and-half-times more power than the unit it is replacing, but will emit 74 percent less NOx, 85
percent Tess S02, and 90 percent less particulate matter.

The Omaha Public Power District plans to build another coal-fired boiler unit at its Nebraska City
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Plant south of Omaha. Photo courtesy of Omaha Public Power District.

Peabody Energy is actively courting the merchant power market as well. The Thoroughbred Energy
Station, a 1500 MW pulverized coal boiler in western Kentucky, cleared a major regulatory hurdle in
November when the Kentucky Natural Resources Council issued an air quality permit to the plant.
Considerable opposition to the plant exists, and construction and water withdrawal permits are still
pending, but Peabody is optimistic about its future, citing a potential return to supply shortfalls
when the economy returns to normal growth rates. Peabody is still seeking partners for the project.

Wisconsin Public Service Corp. (WPSC) has proposed an additional boiler unit at its Weston Plant in
central Wisconsin, and awarded a contract in January to Black & Veatch for conceptual and detailed
engineering, permitting support, and procurement assistance. "Some of our power plants are getting old
and are more difficult to maintain." said Tom Meinz, senior vice president of WPSC. "That issue, in

conjunction with steady growth in electric demand, are the major reasons for this much-needed addition
to our system." ’

WSPC selected coal as the fuel for the 500 MW Weston Unit 4 in part to avoid the significant
fluctuations in the price of natural gas in recent years, according to Meinz. The plant will rely on
supercritical boiler technology to achieve the higher efficiency and Tower emissions required of
modern coal-fired power plants.

Farther west, MidAmerican Energy Company is proceeding with plans to add a fourth PRB coal-fired
boiler unit at its Council Bluffs Energy Center in Iowa by 2007. MidAmerican has entered into a joint
ownership agreement with 14 other utilities to take all of the plant's approximately 750 MW, according
to spokesman Kevin Waetke, and is currently in the process of defining EPC specifications and
obtaining the necessary permits. Groundbreaking is expected later this year.

Non-10U Development

Also prominent in the development of new boiler projects are the electric cooperatives, state and
municipal utilities. and public power agencies. East Kentucky Power Cooperative began construction of
the Gilbert Unit at its Spurlock Station last summer, with on-line operation set for spring 2005.
Gilbert will feature a 268 MA multi-fuel fluidized bed boiler that will fire coal as well as several
million tires a year and up to 150,000 tons of biomass.

Sunflower Electric Power Corporation, a Hays, Kans.-based cooperative, received an air qualtity
construction permit in October from the Kansas Department of Health and Environment for a new 600 M4
coal-fired power plant to be built on the site of the existing Holcomb Unit 1. The permit authorizes
Sand Sage Power LLC. a Sunflower subsidiary. to install and operate a pulverized-coal boiier, one
natural gas auxiliary boiler, and a new cooling tower, and authorizes changes to the existing coal,
Time and ash handling systems, which will be shared between Holcomb and Sand Sage.

Sunflower is proceeding with activities to secure water for the new plant and to finalize the EPC
contract, according to spokesman Steve Miller. In the plant's favor is the fact that 12 legitimate
prospects have been identified to buy power from the facility, some of which have also indicated an
interest in ownership in the plant. A hurdle yet to be scaled concerns transmission. "We have to have
continued cooperation from the RTOs and perhaps from the state of Kansas to give us the ability to
reliably move power around the state and the region.” said Noman Williams, senior manager of
transmission services for Sunflower. Sunflower expects the unit to come on-line in 2007.

In South Carolina, site preparation has begun for the $675 million coal-fired boiler expansion at
Santee Cooper's Cross Station, and 12 contracts have been let totaling $282 million, according to
Willard Strong, spokesman for the state-owned utility. Originally approved in May 2001 as a 500 MW
power plant, the Santee Cooper Board of Directors subsequently approved an upgrade to 600 MW in light
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of projected demand growth in South Carolina. Parsons Energy and Chemicals has been hired as the A/E
for the project and a subcritical boiler from Alstom Power has been ordered. Construction is expected
to begin soon after environmental permits are received, which is expected in the first quarter of
2003. On-line operation is scheduled for January 2007.

The Omaha Public Power District received approval in mid-2002 from the Nebraska Power Review Board to
build up to 600 Md of coal-fired capacity on the site of OPPD's Nebraska City plant. The size of the
boiler could be anywhere from 300 M{, enough to satisfy OPPD's projected native load growth, up to 600
MW, if OPPD can secure customers for the additional. output, according to OPPD spokesman Mike Jones.
OPPD is currently evaluating proposals from various regional utilities for buying power from the
plant. and is also pursuing permits for the plant, which is scheduled for operation in 2009.

The state of I11inois is actively courting new coal-fired power plant development. Peabody Energy is
pursuing a sister station to Thoroughbred in southern I11inois, and the state of I1linois is offering
various project subsidies and tax benefits that have attracted other plant developers.

Though rather small, at 91-MW, and funded in part by the state of I11inois and the U.S. Department of
Energy, the Corn Belt Energy Generation Cooperative plant in southern Logan County reflects the
“importance I11inois still places on its native coal resources. Corn Belt will integrate a natural
circulation boiler with advanced Tow NOx combustion and emission control technologies. The combustor
is a Babcock Power Inc. U-fired furnace that converts nearly all of the coal ash to a glass-like slag
by-product which is one-third the volume of a conventional boiler. The slag is inert and can be used
in the construction industry, eliminating the high cost for ash disposal and storage.

Back Burner

On the other side of the ledger. a variety of factors have forced several entities to cancel or delay
boiler projects in recent months. Great River Energy, which hoped to build a 300-500 MW Tignite-fired
power plant in North Dakota, announced on Dec. 31 that it had halted its feasibility study "primarily
because our latest load projections indicate an intermediate, or combined-cycle, power plant in
Minnesota would better serve the needs of our customers.” said Tim Seck. leader of GRE's baseload
study team. Seck also cited the regulatory risks associated with transmission policy and the high cost
of transmission in delivering the electricity to GRE'sS customers in Minnesota.

NRG Energy, due in large part to its financial and debt-related problems, has shelved plans, at least
temporarily, to develop an additional supercritical coal-fired boiler unit at its Big Cajun facility
in Louisiana. Duke Energy decided to halt its pursuit of a coal-fired power plant in Virginia in
September based on the economic feasibility of the project. And while Wisconsin Energy remains
committed to its "Power the Future" program, it is facing significant public opposition to its plans
to develop three supercritical boiler units at its Oak Creek plant. City officials in Oak Creek
announced in November that they oppose plans for the new units, citing the environmental impacts of an
additional "70,000 tons of pollution." One compromise option.reportedly under consideration is scaling
the program back to two new coal units rather than three.

The fact that some plants are moving forward while others are not reinforces the site-specific nature
of boiler projects. Any belief that a boom in boiler projects could mirror the boom in gas turbine
projects in terms of size and speed is fundamentally flawed, and ignores the many more complicating
factors attendant to boiler projects - including higher capital costs, longer development and
construction schedules, complex permitting and emissions control requirements, and a host of other
public concerns (noise, road traffic, visual impact, land use).

Moving forward, it will be interesting to track the dynamics between the new boiler plants and the
existing boiler fleet. Will the new boilers knock the older boilers far enough down the dispatch order
to force their retirement? With maintenance spending for existing plants significantly down and/or
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delayed at most facilities, are existing plants engineering their own demise? Will new plants be able
to accommodate future emissions control requirements more effectively than the older plants? Will the

promised efficiency and environmental performance of the new units convince skeptics that "clean coal®
is not an oxymoron?

The Next Boom

When the next “boom™ or "boomlet" hits the power industry, probably not until the latter half of this
decade, the mix of technologies will likely be much different than the turbine-dominated boom just
completed. "The next round of power plant orders in the U.S. won't be all gas turbine combined
cycles,” said Del Williamson, President of Sales for GE Power Systems. Renewable energy technologies

will Tikely make additional inroads, but the boiler industry will be an important part of the mix as
well. ’

Click here to enlarge image

Advanced technology boiler plants - gasification, fluidized bed combustion, and supercritical and
ultrasupercritical steam cycles - designed and equipped for minimal emissions and maximum efficiency,
will Tikely be more common. Movement in this direction is already occurring, as indicated by Reliant's
Seward plant, the fluidized bed repowering of JEA's Northside power plant (Power Engineering, Dec.
2002), and the selection of supercritical steam cycles for Wisconsin Public Service Corp.'s Weston
Unit 4 and EPCOR's new 450 MW coal unit at the Genesee plant near Edmonton, Alberta.

Moreover, public-private R&D is under way around the world to identify, evaluate. and qualify
materials technology for construction of coal-fired boilers with advanced steam cycles capable of
operating at much higher efficiencies than current state-of-the-art facilities. Efficiency gains of at
least 8-10 percent are expected, for example, through the materials technology being developed in a
collaborative program led by EPRI and DOE.

The efficiency increase will be achieved principally through development and application of materials
technology suitable for reliable operation under ultrasupercritical steam conditions, according to Dr.

R. Viswanathan, EPRI Project Manager. Alloy development and evaluation programs being carried out in
Europe and Japan '

havé identified ferritic steels capable of meeting the duty requirements of ultrasupercritical plants
to approximately 1150 F. A European project is under way to achieve steam conditions of about 1290 F
and 5500 psi with the help of nickel-based alloys.

The collaborative U.S. program includes work to identify, fabricate, and test advanced materials and
coatings with mechanical properties, oxidation resistance, and fireside corrosion resistance suitable
for cost-competitive boiler operation at steam temperatures of up to 1400 F at 5500 psi. In addition,
exploratory attention is being given to the materials issues .impacting boiler design and operation at
temperatures as high as 1600 F. The project is funded through the DOE's National Energy Technology
Laboratory, co-funded by the Ohio Coal Development Office, and managed by Energy Industries of Chio.
EPRI s providing overall technical direction and coordination. Participants at present include the
domestic boiler manufacturers, i.e., Alstom Power Inc., Babcock Power Inc., Babcock & Wilcox Company,
~and Foster Wheeler Inc., as well as Oak Ridge National Laboratory.

In the first year of the 5-year program, preliminary studies have been completed for two alternate
ultrasupercritical boiler designs. Areas exposed to different temperatures and pressures have been
mapped, and piping and tubing dimensions have been delineated. Candidate materials for piping,
‘headers, superheater/reheater (SH/RH) tubing, and waterwall panels have been identified.

For piping and headers, a candidate ferritic material has been identified for temperatures up to 1150
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F: and nickel-based alloys such as Nimonic 230 and Inco 740 have been identified as candidates for
higher temperatures. For SH/RH tubing, these same nickel-based alloys will be considered for the
highest temperatures, while several austenitic steels are being considered for intermediate
temperatures. For waterwall panels, T92 and T23 seem to be alternate candidates.

"Due to limitations in the strength of available alloys, initial analyses have focused on a boiler
design with a steam cycle operating at about 1350-1400 F at 5500 psi,” said Viswanathan. Unit
efficiency is estimated to be about 46 percent for a single reheat cycle and 48 percent for a double
reheat cycle; this design is estimated to reduce C02 emissions by 15-22 percent. Based on these
efficiency advantages, EPRI performed breakeven cost analyses to assess critical cost considerations:
* Based on a 20-year breakeven consideration. assumed capacity factor of 80 percent, and coal cost of
$1.50/MMBtu, an ultrasupercritical plant can be cost-competitive even if it costs 12-15 percent more
than a comparable-scale facility built using conventional boiler and cycle designs.

* Boiler and steam turbine capital costs can be higher by 40-50 percent and still be competitive.

* Balance-of-plant costs are expected to be 13-16 percent lower than those for existing boiler and
cycle designs due to reduced coal handling, pollution control and other auxiliary components.

Power Engineering February, 2003
Author (s) : Brian Schimmoller

Copyright (c) 2003 PennWell Corporation. A1l Rights Reserved.
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Boilers: Surviving Rough Waters
By: Brian K. Schimmoller, Managing Editor

Market forces have dampened activity in the boiler industry, but various factors are sustaining a
suprising level of interest.

The boiler industry. which has gone through several ups and downs in recent years, sits in choppy

waters these days. buffeted on all sides by an array of economic, regulatory and financial issues. At
the beginning of the gas turbine boom, the boiler market - outside of heat recovery steam generators -
was flat to nonexistent. Environmental pressurés. pending legal action against a number of coal plant

owners, and the higher cost and longer development times associate with boiler plants, kept the market
stagnant.

In the midst of the gas turbine boom, however, fortunes turned and the boiler industry looked poised
for substantial growth, as high gas prices and concerns about fuel security led many utilities and
plant developers to seriously evaluate coal-fired boilers for meeting future demand. Upwards of 50,000
MW of coal-fired boiler capacity was in some phase of development in early 2001.

The economic downturn, coupled with the financial and credit crunch in the power generation industry
in late 2001 and 2002, turned the tables on the boiler market again, and many of the solid-fuel boiler
plants under development quietly made their way to the back burner. New orders for HRSGs began to sTow

during this time as well, in line with the overall industry slowdown and the rash of power plant -
project cancellations.

Which brings us to early 2003. Gas prices have risen substantially, but the price rise has not
reinvigorated the boiler market - yet. With reserve margins climbing as new gas-fired power plants
come on-line, and with economic activity still subdued, developers are taking a much more cautious
approach than they did two years ago. The effect of liquefied natural gas (LNG) has also been
amplified. "LNG terminal operators and developers claim they can deliver gas to the U.S. coast for
less than $4.00/MMBtu," said Dennie Hunt, chairman of the board of the American Boiler Manufacturers
Association (ABMA). “I've also heard from power plant owners that they will favor gas turbine-based
plants over solid-fuel plants at gas prices up to $4.50-4.75/MMBtu." This changes the historic
economic equation with respect to boiler development.

Sti11, the longer higher gas prices persist, the more attractive coal-fired power plants become - and
the potential for a tight domestic gas market remains quite high. "A record level of domestic drilling
for natural gas in 2001 failed to produce the desired supply response necessary to adequately fuel the
new generation of gas-fired capacity already installed, and with many more units continuing through
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construction in 2003, this undersupply trend is anticipated to continue," said Bernard H. Cherry,
president and CEQ of Foster Wheeler Power Group Inc. Despite gas prices of $4 and $5/MMBtu, twice the
traditional market levels, domestic driiling activity continues to stagnate.

New Capacity Requirements

A valid question facing boiler developers is how much new capacity will be needed over the next
several years. With 27 GW of new capacity brought on-line.in 2000, 43 GW in 2001, about 62 GW in 2002,
and another 25-30 GW planned for completion in 2003 - almost exclusively gas-turbine capacity - the
need for additional capacity is uncertain. In its recently released Annual Energy Outlook, the Energy
Information Administration projects the need for 164 GW of capacity between 2001 and 2010. However,
with more than half of that total already in operation by 2003, the market for new generation through
2010 comes in well below 10 GW per year. EIA predicts 74 GW of new coal-fired capacity between 2001

and 2025, 17 percent of the new capacity total (428 GW), but almost all of that is prOJected for
operation after 2010.

The end of the gas turbine boom is forcing everyone to re-evaluate growth plans. Absent a 1990s-type
economic boom, growth will be limited for the next several years. "I don't expect the industry to come
out of the current slump in new orders until 2006/07," said Hunt. "And when new orders do come, it's
not clear if the new orders will be filled by new equipment or by the growing number of gas turbines

and HRSGs in storage or never completed." This introduces yet another uncertainty factor to the boiler
market . '

The industrial side of the'boiler market faces similar challenges. "The industrial boiler market is
almost entirely dependent on the economy and the removal of regulatory and economic uncertainty,” said
Randy Rawson, president of ABMA. "Until the markets calm down and we experience significant growth in
manufacturing, I don't see managers making decisions for major upgrades and optimizations. For
industrial boiler owners. the key is New Source Review, and whether people will be able to make
confident long-term capital decisions regarding equipment upgrades.”

The makeup and operation of electricity markets will also influence the boiler market. For example,
given the current economics of electricity sales, changes in how the value of coal-fired generation is
perceived are bound to result. As gas prices escalate, the "coal spark spread” (difference between
power prices and coal prices) rapidly increases as well, which significantly improves the
profitability and value of coal-fired units.

"The year-on-year change in coal spark spread in fourth quarter 2002 from fourth quarter 2001 was up
approximately 140 percent - at $20.85/Mwh versus $8.80/Mwh.” said Foster Wheeler's Cherry. "This was
partly due to a 40 percent increase in electricity price, year-on-year, in parallel with a modest
decline in coal prices. Power-generation industry participants, with large proportions of coal-fired
generation, are currently seen to have significant potential for earnings-per-share improvements,
while predominantly gas-dependent electricity producers are expected to see declining earnings,
despite the higher electricity price levels. If this paradigm shift in fuel prices for electricity

continues, the boiler industry could have no better promotion than the actual economics of daily
electricity sales.”

Regulatory Certainty

With the Republican Party attaining control of both houses of Congress. and with recent actions from
the Bush Administration pertaining to environmental issues, many boiler-related participants are

optimistic about finally achieving the environmental certainty that will permit capital improvements.
Whether it's piecemeal, through individual legislative and regulatory proceedings, or comprehensive,
through an energy bill, is open to debate, but it's likely that 2003 will see movement on a range of
issues, including New Source Review, multi-pollutant control, and renewable portfolio standards. "If
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the Republican Congress doesn't capitalize on this opportunity to take some regulatory and legislative
action with respect to environmental certainty, it will be a major disappointment,” said Rawson.

 The Bush Administration is already moving on New Source Review (NSR). In late November 2002, the EPA
proposed revisions designed to overhaul the NSR Program under the Clean Air Act, making it easier for
power plants to upgrade or perform maintenance without triggering New Source Review. EPA is also
seeking comment on language defining how routine maintenance, repair and replacement (RMRR) activities
would be handled, a controversial issue with a lengthy history.

The new NSR provisions could make projects such as the steam turbine upgrade at Xcel Energy's Valmont
plant in Colorado more common. Valmont spent $15 million to increase their steam turbine capacity from
181 to 195 MW without increasing Btu input, according to Thomas Hewson, principal with Energy Ventures
Analysis, in a report published in Electric Light & Power. Heat rate at Valmont fell from 10,400
Btu/kWh to 9, 272 Btu/kWh, an 11 percent improvement.

"If the NSR is issued as the Bush administration proposed it, you'11l see much more finvestment such as
Valmont's with accompanying improvements in heat rate,” said Hewson. Moreover, the investment risks
tagged to such projects will likely be orders of magnitude lower than those associated with new boiler
construction projects. The fate of the proposed NSR revisions is not certain, however, as several
Congressional critics have promised to effectively kill the new rules by refusing to allow EPA to
spend money on implementation or enforcement.

Project Development

Although new boiler-based project development has slowed in the past year. it has not stalled
completely. Several large-scale projects continue. Although Reliant Energy has had to cancel or delay
at least a half-dozen projects - primarily gas-fired turbine projects - because of market and
financial conditions, construction never slowed at its Seward plant in western Pennsylvania. The 521
MW (net) waste-coal-fired merchant fluidized bed boiler project, which Reliant is developing with EPC

contractors Duke/Fluor Daniel and Alstom Power. is within budget and on-schedule for a May 1, 2004
operational date.

Construction was about 65 percent complete as of mid-January 2003, with all major materials on-site.
Somewhat ironically, Seward actually benefited from the industry slowdown, since the anticipated Tabor
shortage associated with power plant construction never materialized, according to Mike Proffit,
Reliant Project Engineering Manager.

Reliant Energy is on budget and on schedule for a May 2004 start-up of the 521 MW (net) waste

coal-fired fluidized bed boiler at the Seward plant in western Pennsylvania. Photo courtesy of Reliant
Energy.

Seward recently passed one of its main project milestones, completing site remediation tasks
associated with the 3.5 million tons of waste fuel impounded on-site from previous activities. Mixing
one part waste fuel with one part CFB ash from three nearby plants, Reliant remediated much of the

100-acre site with anywhere from 5 feet to 40 feet of material., according to Project Manager Rick
Blanchette.

Despite the relatively Tow power prices around the country for the past year, Seward sits in a prime
dispatch pos1t1on “The boiler market is not very active right now because of the broader slowdown in
demand, but we'11 be the low-cost producer in the PIM market,” said Proffit. Seward will provide
two-and-half-times more power than the unit it is replacing, but will emit 74 percent Tess NOx, 85
percent less S02, and 90 percent less particulate matter.

The Omaha Public Power District plans to build another coal-fired boiler unit at its Nebraska City
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Plant south of Omaha. Photo courtesy of Omaha Public Power District.

Peabody Energy is actively courting the merchant power market as well. The Thoroughbred Eriergy
Station, a 1500 MW pulverized coal boiler in western Kentucky, cleared a major regulatory hurdie in
November when the Kentucky Natural Resources Council issued an air quality permit to the plant.
Considerable opposition to the plant exists, and construction and water withdrawal permits are still
pending, but Peabody is optimistic about its future, citing a potential return to supply shortfalls
when the economy returns to normal growth rates. Peabody is still seeking partners for the project.

Wisconsin Public Service Corp. (WPSC) has proposed an additional boiler unit at its Weston Plant in
central Wisconsin, and awarded a contract in January to Black & Veatch for conceptual and detailed
engineering, permitting support. and procurement assistance. "Some of our power plants are getting old
and are more difficult to maintain," said Tom Meinz, senior vice president of WPSC. "That issue, in

conjunction with steady growth in electric demand, are the major reasons for this much-needed addition
to our system.”

WSPC selected coal as the fuel -for the 500 MW Weston Unit 4 in part to avoid the significant
fluctuations in the price of natural gas in recent years, according to Meinz. The plant will rely on

supercritical boiler technology to achieve the higher efficiency and lower emissions required of
modern coal-fired power plants.

Farther west, MidAmerican Energy Company is proceeding with plans to add a fourth PRB coal-fired
boiler unit at its Council Bluffs Energy Center in Iowa by 2007. MidAmerican has entered into a joint
ownership agreement with 14 other utilities to take all of the plant's approximately 750 MW, according
to spokesman Kevin Waetke. and is currently in the process of defining EPC specifications and
obtaining the necessary permits. Groundbreaking is expected later this year.

Non-10U Development

Also prominent in the development of new boiler projects are the electric cooperatives, state and .
municipal utilities, and public power agencies. Fast Kentucky Power Cooperative began construction of
the Gilbert Unit at its Spurlock Station last summer, with on-1line operation set for spring 2005.
Gilbert will feature a 268 Md multi-fuel fluidized bed boiler that will fire coal as well as several
million tires a year and up to 150,000 tons of biomass.

Sunflower Electric Power Corporation, a Hays, Kans.-based cooperative, received an air quality
construction permit in October from the Kansas Department of Health and Environment for a new 600 MW
coal-fired power plant to be built on the site of the existing Holcomb Unit 1. The permit authorizes
Sand Sage Power LLC, a Sunflower subsidiary. to install and operate a pulverized-coal boiler, one
natural gas auxiliary boiler, and a new cooling tower, and authorizes changes to the existing coal,
lime and ash handling systems, which will be shared between Holcomb and Sand Sage.

Sunflower is proceeding with activities to secure water for the new plant and to finalize the EPC
contract, according to spokesman Steve Miller. In the plant's favor is the fact that 12 legitimate
prospects have been identified to buy power from the facility. some of which have also indicated an
interest in ownership in the plant. A hurdle yet to be scaled concerns transmission. "We have to have
continued cooperation from the RTOs and perhaps from the state of Kansas to give us the ability to
reliably move power around the state and the region,” said Noman Williams. senior manager of
transmission services for Sunflower. Sunflower expects the unit to come on-line in 2007.

In South Carolina, site preparation has begun for the $675 million coal-fired boiler expansion at
Santee Cooper's Cross Station, and 12 contracts have been let totaling $282 million, according to
Willard Strong, spokesman for the state-owned utility. Originally approved in May 2001 as a 500 MW
power plant, the Santee Cooper Board of Directors subsequently approved an upgrade to 600 MW in light
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of projected demand growth in South Carolina. Parsons Energy and Chemicals has been hired as the A/E
for the project and a subcritical boiler from Alstom Power has been ordered. Construction is expected
1o begin soon after environmental permits are received, which is expected in the first quarter of
2003. On-1ine operation is scheduled for January 2007.

The Omaha Public Power District received approval in mid-2002 from the Nebraska Power Review Board to
build up to 600 MW of coal-fired capacity on the site of OPPD's Nebraska City plant. The size of the
boiler could be anywhere from 300 MW, enough to satisfy OPPD's projected native Toad growth, up to 600
MW, if OPPD can secure customers for the additional output, according to OPPD spokesman Mike Jones.
OPPD is currently evaluating proposals from various regional utilities for buying power from the
plant, and is also pursuing permits for the plant, which is scheduled for operation in 2009.

The state of I11linois is actively courting new coal-fired power plant development. Peabody Energy is
pursuing a sister station to Thoroughbred in southern I11inois, and the state of I1linois is offering
various project subsidies and tax benefits that have attracted other plant developers.

Though rather small, at 91 MW, and funded in part by the state of I11inois and the U.S. Department of
Energy, the Corn Belt Energy Generation Cooperative plant in southern Logan County reflects the
importance I11inois still places on its native coal resources. Corn Belt will integrate a natural
circulation boiler with advanced low NOx combustion and emission control technologies. The combustor
is a Babcock Power Inc. U-fired furnace that converts nearly all of the coal ash to a glass-like slag
by-product which is one-third the volume of a conventional boiler. The slag is inert and can be used
in the construction industry, eliminating the high cost for ash disposal and storage.

-Back Burner

On the other side of the ledger, a variety of factors have forced several entities to cancel or delay
boiler projects in recent months. Great River Energy. which hoped to build a 300-500 M4 Tignite-fired
power plant in North Dakota, announced on Dec. 31 that it had halted its feasibility study "primarily
because our latest load projections indicate an intermediate, or combined-cycle, power plant in
Minnesota would better serve the needs of our customers,” said Tim Seck, leader of GRE's baseload
study team. Seck also cited the regulatory risks associated with transmission policy and the high cost
of transmission in delivering the electricity to GRE's customers in Minnesota.

NRG Energy. due in large part to its financial and debt-related problems, has shelved plans, at least
temporarily, to develop an additional supercritical coal-fired boiler unit at its Big Cajun facility
in Louisiana. Duke Energy decided to halt its pursuit of a coal-fired power plant in Virginia in
September based on the economic feasibility of the project. And while Wisconsin Energy remains
committed to its “"Power the Future" program, it is facing significant public opposition to its plans
to develop three supercritical boiler units at its Oak Creek plant. City officials in Oak Creek
announced in November that they oppose plans for the new units, citing the environmental impacts of an
additional "70,000 tons of poliution." One compromise option reportedly under consideration is sca11ng
the program back to two new coal units rather than three '

The fact that some plants are moving forward while others are not reinforces the site- spec1f1c nature
of boiler projects. Any belief that a boom in boiler projects could mirror the boom in gas turbine
projects in terms of size and speed is fundamentally flawed, and ignores the many more complicating
factors attendant to boiler projects - including higher capital costs. longer development and
construction schedules, complex permitting and emissions control requirements, and a host of other
public concerns (noise, road traffic. visual impact. land use).

Moving forward, it will be interesting to track the dynamics between the new boiler plants and the
existing boiler fleet. Will the new boilers knock the older boilers far enough down the dispatch order
to force their retirement? With maintenance spending for existing plants significantly down and/or
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delayed at most facilities, are existing plants éngineering their own demise? Will new plants be able
to accommodate future emissions control requirements more effectively than the older plants? Will the

promised efficiency and environmental performance of the new units convince skeptics that "clean coal"
is not an oxymoron? '

The Next Boom

When the next "boom" or "boomlet" hits the power industry, probably not until the latter half of this
decade, the mix of technologies will 1ikely be much different than the turbine-dominated boom just
completed. "The next round of power plant orders in-the U.S. won't be all gas turbine combined
cycles,” said Del Williamson, President of Sales for GE Power Systems. Renewable energy technologies

will likely make additional inroads, but the boiler industry will be an important part of the mix as
well. :

Advanced technology boiler plants - gasification, fluidized bed combustion, and supercritical and
ultrasupercritical steam cycles - designed and equipped for minimal emissions and maximum efficiency,
will 1ikely be more common. Movement in this direction is already occurring, as indicated by Reliant's
Seward plant, the fluidized bed repowering of JEA's Northside power plant (Power Engineering. Dec.
2002), and the selection of supercritical steam cycles for Wisconsin Public Service Corp.'s Weston
Unit 4 and EPCOR's new 450 MW coal unit at the Genesee plant near Edmonton, Alberta.

Moreover, public-private R&D is under way around the world to identify, evaluate, and qualify
materials technology for construction of coal-fired boilers with advanced steam cycles capable of
operating at much higher efficiencies than current state-of-the-art facilities. Efficiency gains of at
Jeast 8-10 percent are expected, for example, through the materials technology being developed in a
collaborative program Ted by EPRI and DOE. .

The efficiency increase will be achieved principally through development and application of materials
technology suitable for reliable operation under ultrasupercritical steam conditions, according to Dr.

R. Viswanathan, EPRI Project Manager. Alloy development and evaluation programs being carried out in
Europe and Japan

have identified ferritic steels capable of meeting the duty requirements of ultrasupercritical plants
to approximately 1150 F. A European project is under way to achieve steam conditions of about 1290 F
and 5500 psi with the help of nickel-based alloys.

The collaborative U.S. program includes work to identify, fabricate. and test advanced materials and
coatings with mechanical properties, oxidation resistance, and fireside corrosion resistance suitable
for cost-competitive boiler operation at steam temperatures of up to 1400 F at 5500-psi. In addition,
exploratory attention is being given to the materials issues impacting boiler design and operation at
temperatures as high as 1600 F. The project is funded through the DOE's National Energy Technology
Laboratory, co-funded by the Ohio Coal Development Office, and managed by Energy Industries of Ohio.
EPRI is providing overall technical direction and coordination. Participants at present include the
domestic boiler manufacturers, i.e., Alstom Power Inc., Babcock Power Inc.. Babcock & Wilcox Company,
and Foster Wheeler Inc., as well as Qak Ridge National Laboratory.

In the first year of the 5-year program, preliminary studies have been completed for two alternate
ultrasupercritical boiler designs. Areas exposed to different temperatures and pressures have been
mapped, and piping and tubing dimensions have been delineated. Candidate materials for piping,
headers, superheater/reheater (SH/RH) tubing, and waterwall panels have been identified.

For piping and headers, a candidate ferritic material has been identified for temperatures up to 1150
F: and nickel-based alloys such as Nimonic 230 and Inco 740 have been identified as candidates for
higher temperatures. For SH/RH tubing, these same nickel-based alloys will be considered for the
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highest temperatures, while several austenitic steels are being considered for intermediate
temperatures. For waterwall panels, T92 and T23 seem to be alternate candidates.

"Due to limitations in the strength of available alloys, initial analyses have focused on a boiler
design with a steam cycle operating at about 1350-1400 F at 5500 psi.” said Viswanathan. Unit
efficiency is estimated to be about 46 percent for a single reheat cycle and 48 percent for a double
reheat cycle:; this design is estimated to reduce C02 emissions by 15-22 percent. Based on these
efficiency advantages, EPRI performed breakeven cost analyses to assess critical cost considerations:
* Based on a 20-year breakeven consideration, assumed capacity factor of 80 percent, and coal cost of
$1.50/MMBtu, an ultrasupercritical plant can be cost-competitive even if it costs 12-15 percent more
than a comparable-scale facility built using conventional boiler and cycle designs.

* Boiler and steam turbine capital costs can be higher by 40-50 percent and still be competitive.

* Balance-of-plant costs are expected to be 13-16 percentb1ower than those for existing boiler and
cycle designs due to reduced coal handling, pollution control and other auxiliary components.

Power Engineering February, 2003
Author (s) : Brian Schimmoller

Copyright (c) 2003 PennWell Corporation. All Rights Reserved.
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‘Bizarre’ arguments of greenies have
no basis in fact, Peabody tells EPA

A group of greenies’ “bizarre” allegation that the process through
which Peabody Energy received an air permit for its Thoroughbred
Generating Station (TGS) project was inadequate prompted the
nation’s largest coal supplier to write a letter to Christine Todd
Whitman, administrator of the federal Environmental Protection
Agency.

The National Resources Defense Council and other green groups
petitioned the EPA to object to the issuance by the Kentucky Natural
Resources & Environmental Protection Cabinet, Division of Air
Quality of a Title V operating permit for Throughbred.

The greenies claimed that Peabody misled the EPA, the DAQ, or
both. In an apparently ill-conceived green groan, the groups implied
that Peabody was not forthcoming in detailing the source of coal for
the new plant, which would be one of the cleanest coal-burners in
the eastern U.S.

“Those allegations are false,” Roger Walcott, executive vice
president Corporate Development for Peabody, wrote in his letter to
Whitman. “We want tq set the record straight.”

Multiple comment periods were in place during the permit process, and the EPA did not object to the permit during a 45-day
period allowed under the federal Clean Air Act. The greenies’ “bizarre references™ to supposed inaccuracies or
insufficiencies in data have no factual basis, a Peabody official told Coal & Energy Price Report.

“The (green groups’) petition attempts to create confusion about the source of coal for TGS,” Walcott wrote. “Petitioners’
fundamental error is that they incorrectly assume that the Gibraltar mine would be the source of the coal for TGS. That is not
the case, and TGS has never so represented. Contrary to NRDC’s assumption, the coal for (the plant) will not ever come from
Gibraltar mine.

Peabody noted to Whitman that it has included in “numerous permit documents” the information that coal for the plant
would be drawn from a new Throughbred mine, which has yet to be constructed or put into operation. The new mine would
be adjacent to the plant site. Gibraltar, a surface operation, is located east of the proposed plant location.

Coal would be moved by conveyor from the new mine to the plant.

“Over the 30 plus year design life of TGS, the Thoroughbred mine will extend underground in three counties: Muhlenberg,
Ohio and McLean,” Walcott wrote. “The majority of the TGS site and new mine sxte will have been or will be underground
mined.

- “From an environmental and mine safety standpoint, this makes the area unsuitable for locating the large surface
impoundments needed to treat coal wash slurry. Therefore, any coal washing would have to be performed offsite. The
economic and environmental aspects of transportation and offsite coal washing under such conditions are unacceptable for
the Thoroughbred project.”

Peabody also dismissed greenies’ claims that it might use non-representative coal from Gibraltar during two-year, short-
term SO2 limitation testing. In fact, Walcott called the notion “a complete fabrlcatlon and why would any of us think that an
enviro group would make up stuff to press its agenda?

In fact, “Gibraltar has insufficient reserves to supply TGS, and those reserves are expected to be exhausted prior to TGS
becoming operational,” Walcott wrote. “Thus the petition is internally inconsistent. Coal from the new mine will be used for
the short-term confirmatory test and the duration of the plant’s life.”

Other claims made by the greenies are equally without merit, according to Peabody.

The opposition from the enviros is somewhat ironic. Thoroughbred has been developed specifically to address the need
for clean coal power and will remove up to 98 percent of SO2, according to Peabody.

Successful, the plant might be a harbinger of additional clean coal projects.
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Peabody refutes w'atchdog group's claims

Peabody Energy is reﬁlting allegations made by an environmental watchdog group that it violated federal regulations in
seeking approval for a $2 billion coal-fired power plant in Kentucky.

In a letter to the Environmental Protection Agency Secretary Christine Todd Whitman, Roger Walcott, executive vice
president of corporate development, said a petition filed by a group of environmental watchdog organizations "attempts to
create confusion" about the source of coal to be used at its proposed Thoroughbred plant.

Last month, the group, led by the National Resources Defense Council, said in the petition that Peabody violated the Clean
Air Act, the federal regulations that implement the act and the Commonwealth of Kentucky's state implementation plan by
failing to disclose complete information about the source of coal
(http://stlouis.bizjournals.com/stlouis/stories/2003/01/27/daily3 1.html). The NRDC also said pollution emanating from
Thoroughbred would also affect plants, animals and visibility at Mammoth Cave National Park, and would impact the natural
environment in which Americans live.

“In contrast to the petitioner's claims, all of Thoroughbred's statements about the new mine are accurate,” Walcott said in the
letter. "Petitioners appear to simply disagree" with the Kentucky Department of Air Quality's response, the letter said.

Peabody's Thoroughbred plant, a proposed 1,500 megawatt coal-based power plant near Central City, Ky., would begin
generating power between 2005 and 2007 and will provide enough electricity for 1.5 million families. It is designed to be the
loweést-emitting 1,500 megawatt pulverized coal plant east of the Mississippi River.

St. Louis-based Peabody Energy (NYSE: BTU) is one of the world's largest coal producers.
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Kentucky PSC to investigate two coal-fired power projects

sion has called for an investigation on
two coal-fired plant projects in the state.
The commission wants to find out whether
East Kentucky Power Cooperative still has
a need to purchase power from the long-
delayed 540-MW Kentucky Pioneer coal-

Th_e Kentucky Public Service Commis-

fired power project planned by Global En-
ergy, and whether an additional unit at

EKPC’s Spurlock plant — a unit already

under construction — remains necessary.

EKPC had planned to issue a notice of
termination on Jan. 31 for purchasing
power under a 20-year contract if the Ken-
tucky Pioneer project in Clark County “had
not achieved financial closure by that
date,” the PSC said in a Jan. 30 filing. How-
ever, an EKPC official said Monday that
the cooperative decided not to follow
through- with that notice, even though this
is not the first time EKPC has threatened to
terminate the power purchase agreement if
Kentucky Pioneer did not wrap up its fi-
nancing.

Meanwhile, EKPC is in the process of con-
structing its third coal-fired unit at Spurlock,
also in Clark County. The 268-MW Gilbert
unit is scheduled for commercial power pro-
duction in the spring of 2005. Construction
started in the summer, the BKPC official said.

With regard to the Global Energy project,
the EKPC official said: “We have a contract
with [Global subsidiary] Kentucky Pioneer
Energy, and we hope they are able to uphold
their part of the contract”

The PSC said, “The agreement [between
Kentucky Pioneer and EKPC] as amended re-
quired Pioneer to achieve certain milestone
dates, including financial closure by June 30,
2001 and commercial operation by March 31,

2004. The Pioneer project has not been able to
achieve financing, and by letter dated August
16, 2002, East Kentucky issued a notice of
termination of the agreement.

“East Kentucky subsequently withdrew that
notice of termination by letter dated Septem-

ber 13, 2002, but stated therein that a notice of
termination would be reissued on January 31,
2003 if the Pioneer project had not achieved

financial closure by that date,” the PSC con-

tinued.

The commission also noted that EKPC filed
an application in March 2001 to build the Gil-
bert unit because it recognized the need for
additional generating capacity and the uncer-
tainty of Kentucky Pioneer. Not long after,
EKPC said that while any excess capacity from
both projects would not be needed in the ser-
vice area for “a substantial period of time,”
according to the PSC, “East Kentucky ex-
pressed confidence that such excess capacity
could be sold off-system at competitive prices.”

The PSC concluded, “Based on East
Kentucky’s decision to withdraw its notice of
termination of the Pioneer project as evidenced
by its September 13, 2002 letter, the Commis-

sion finds that an investigation should be
initiated to determine whether East Ken-
tucky still has a need to purchase the out-
put of the Pioneer project, whether that
project is commercially feasible, and
whether cancellation of the Gilbert unit
would result in the lowest cost of supply
to East Kentucky’s customers.” »

Meanwhile, the Kentucky State Board on
Electric Generation and Transmission Sit-
ing has set hearing dates for Feb. 17 to de-
cide whether to grant a siting permit to
Kentucky Pioneer’s project. The February
hearing will take place at the Clark County
Cooperative Extension Service in Win-
chester, and a March 6 hearing is sched-
uled at the PSC offices in Frankfort. The
Winchester meeting, to be held at 6 p.m.,
is for public comment. The Frankfort meet-
ing, to be beld at 9 am., is limited to the
parties involved in the case but may be
open for additional public comment at the
discretion of the siting board

For more information on the project, visit
wwwpsc.state.ky.us/ The case number for Pio-
neer Energy is 2002-00312.
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Peabody Issues Response
To Thoroughbred Objections

Peabody Energy last week defended
its proposed Thoroughbred coal-fired
power plant project in a preliminary
rebuttal of the Natural Resource
Defense Council's objections to the
project, filed with EPA earlier in
January (CD 1/24/03).

NRDC filed a set of objections to
the project with EPA Administrator
Christie Todd Whitman on Jan. 24,
alleging a host of environmental
problems with the project that it said
state permitting bodies have ignored.
NRDC says Thoroughbred could violate
air standards if the permit is allowed
to proceed as planned, allegations the
group made in earlier state filings
objecting to the project (CD 10/15/
02).

The allegations made by NRDC
about the Thoroughbred project are
false, Peabody VP-corporate
development Roger Walcott said in a
Jan. 29 letter to Whitman. The letter
focuses on NRDC's allegations that the
company said it would rely on coal
from the Gibraltar mine to fuel
Thoroughbred, rather than the six
million tons/year adjacent
Thoroughbred mine planned for the
site (CD 2/13/01).

“[The] fundamental error is that
they incorrectly assume that the
~ Gibraltar mine would be the source of
the coal for [Thoroughbred],” Walcott
said in his rebuttal letter. "Contrary to
NRDC's assumption, the coal for
[Thoroughbred] will not ever come
from the Gibraltar mine.”

For its part, NRDC says it has
evidence stemming from a presentation
by a Peabody project engineer before
a state-level permitting body that
much of Thoroughbred's coal supply
wouldn't come from the proposed
adjacent mine. “And even if they were
able to successfully dispute that
allegation, that doesn't remove the fact
that the company is trying to have it
both ways,” an NRDC lawyer told COAL
Daily yesterday.

“[Peabody] is using the
characteristics of an adjacent mine to
prevent the use of appropriate and
comprehensive emissions controls,” the

NRDC lawyer said. The company has
refused to model the plant’s emissions
based on coal from the proposed mine,
he added, which leaves state and EPA
officials unable to determine what the
plant’s emissions profile will be.

Peabody officials were unable to
comment before press time.

If the plant’s emissions controls
are constructed without taking into
account  the  coal supply's
characteristics, it is possible that
harmful emissions could enter the air
despite the presence of those controls,
the NRDC source said. Mercury control
would be a particular concern in
Kentucky, he added, because the
mercury levels in the state’s water
system are already very high.

Coal from the Thoroughbred plant
might need to be washed before being
burned, NRDC suggests, although
washing coal is not currently part of
the plant’s construction plan. Peabody
says washing the coal would require
constructing a preparation facility
away from the mine and would be
economically unfeasible.

The ball is now in EPA’s court, NRDC
says. The agency has 60 days to
respond, and NRDC is expecting action,
despite the EPA’s earlier decision not
to intervene in the Kentucky
permitting process. Peabody expects
to file a more complete rebuttal of
NRDC's allegations in “the near future,”
the Walcott letter says.

The NRDC objection is only the
latest in a number of legal hurdles the
Thoroughbred project faces. A number
of environmental groups have already
objected to the project at the state
level and the company is facing further
pressure on permits it hasn't received
yet. Peabody still needs approval from
a'local zoning board, for example,
which NRDC says the company hasn't
even applied for yet.
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Proposed Thoroughbred plant gets heat from environmental groups

bred project, a 1,500 megawatt, coal-
fired power plant and new mine to be
built in Muhlenburg County, Ky., has re-
cently come under heavy fire from envi-
ronmental organizations.
A petition sent by the Natural Resources
Defense Council (NRDC), Sierra Club,

Peabody Energy’s proposed Thorough-

Valley Watch, National Parks Conserva-
tion Assoc., Kentucky Environmental
Foundation and the Ohio Valley Environ-
mental Coalition to the Environmental
Protection Agency’s Administrator, Christie
Whitman, is seeking to revoke the operat-
ing permit for the proposed power plant.
The petitioners want Whitman to rescind
the permit because both the content of the
permit and the proceedings that generated

it fall short of requirements found in the

Clean Air Act, in federal operating permit
regulations and in the Commonwealth of
Kentucky’s state implementation plan,
says the petition. The group also wants
Whitman to notify the Kentucky Division
of Air Quality (DAQ), which issued the
permit on Oct. 11, 2002, that a final denial
will be issued in ninety days unless “all
defects — both substantive and procedural
— are remedied.”

One of the many issues that concern the
petitioners is the sourcing for the coal to
be used for the power plant. NRDC says it
is not clear from permit documents whether
the Gibraltar mine or the proposed Thor-
oughbred mine will feed the coal-fired
plant. The group says it is unclear which
mines Peabody intends to use to fuel the
plant, an important question since the
group says Gibraltar is a higher sulfur mine.
And the group also says that the Clean Air
Act mandate requiring new plants to use
“best available control technology™ for
reducing emissions require Peabody to
wash its coal before burning it, as washing
cuts down on the amount of sulfur and ash
that is released into the air. NRDC and the
other petitioners want the air emissions
tests to be recalculated and included in
new permit proceedings.

In response to the petition, Roger
Walcott, executive vice president of cor-
porate development for Peabody, has sent
a letter to Whitman denying all allegations
in the petition. The company refutes that
it misled EPA or DAQ in any way. Peabody
officials also confirmed that coal for the
station would come from the proposed
Thoroughbred mine. The new mine will
be adjacent to Gibraltar.

As for coal washing, Walcott says that
the majority of the Thoroughbred site will
be mined underground and that from an
environmental and mine safety standpoint,
the area would be unsuitable for locating
the large surface impoundments needed
to treat coal wash slurry. Any coal wash-
ing would have to be performed offsite,
and the economic and environmental as-
pects of transportation and offsite coal
washing under such conditions are unac-
ceptable for the Thoroughbred project.
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EPA urged to revoke Peabody permit

By MARK WILSON Courier & Press staff writer 464-7417 or mwilson@evansville.net

January 28, 2003
,./""’_ ---------------- .

Six environmental organizations are asking the nation's topfenVﬁronmenta1 off1c1a1‘ta\[evoke the

permit. for a proposed Western Kentucky power plant becagse”the company allegedly misled™the public

about its source of coal.

At issue is Kentucky's air polluticn permit for Peabody Energy’s Thoroughbred Energy Campug. The
permit Timits the amounts of pollutants that the plant cdmgglease into the atmosphere. The alleged
discrepancy is important. opponents of the plant argue, becdﬁ§€:it:gotentia11x}ggdenm+ﬁes Peabody's

stated reasoning for not wanting to use more expensive low-sulfur coal ©F CGal-washing technigues to
reduce pollution.

A Peabody spokesman Monday denied the allegation in the petition and said the company has always
planned to fuel the proposed power plant with an underground mine to be developed next to the
generating station near Central City. Ky.

"Certainly any notion that we are intentionally misleading anybody is absolutely false,” said Vic
Svec, a Peabody spokesman.

The 1,500-megawatt power plant would be one of the first coal-burning power plants built in the
country in years. It is designed to burn raw, high-sulfur Kentucky coal, instead of processed or
washed coal that is Tower in sulfur.

"If EPA agrees there are problems, the law requires them to revoke it.” said attorney David McIntosh,
of the Natural Resources Defense Council.

Although the issue of where the coal will come from spearheads the petition, the groups also cite
numerous other issues with the permit process and the technology it requires as it relates to the
Clean Air Act and other federal and state laws.

A representative of the organization hand-delivered the petition to U.S. Environmental Protection
Agency Administrator Christine Whitman's office late Friday. The agency has 60 days to respond.
Joining in the petition are Evansville-based Valley Watch, as well as the Sierra Club, National Parks

Conservation Association, Kentucky Environmental Foundation and the Ohio Valley Environmental
Coalition. .

"In reaching its permitting decision, the Cabinet relied on statements that the applicant ("Peabody")
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had made in its application materials. Both the public and EPA relied on those same statements in
reviewing the draft permit.

By the time the Cabinet submitted the final permit to EPA for review n if not before n Peabody knew

that a key statement that appeared repeatedly in its application materials omitted crucial facts,”
according to the petition.

The groups argue Peabody should have known the uncorrected information was misleading and should have
told Kentucky officials. If the St. Louis-based company did update its application, according to the
petition, then the state did not make it public.

"As a result, both EPA and the public were misled,” the petition said.

In documents from the permit application process. Peabody repeatedly argued it would not transport
Tower sulfur coal to the plant or use coal washing techniques because it would get the coal from a
nearby underground mine with high sulfur coal. which has no space for a coal washing operation. In a

draft response to public comments on the permit, the company argued that both options would be
uneconomical .

Environmentalists have objected to the plant, citing concerns about its potential impact on Tlevels of

ozone and particulate matter pollution at a time when states and utility companies are facing stricter
air quality regulations. Another concern has been its possible impact on visibility (due to haze) and

the environment at nearby Mammoth Cave National Park.

Peabody argues that pollution controls at the $2 billion plant would remove up to 98 percent of the
sulfur from the high-sulfur Western Kentucky coal to be burned there and more than 80 percent of the
ozone-causing nitrogen oxide. The company projects up to 2,500 people would be employed during
construction and that the finished power plant will create 450 coal mine and power plant jobs.

(¢) 2003 The E.W. Scripps Co.
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Headline: PEABODY'S OPPONENTS APPEAL KY. AIR PERMIT
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1

January 28, 2003 3:18pm

Environmentalists are attempting to block construction of Peabody Energy's 1,500-megawatt (mw)
Thoroughbred Energy Campus coal-burning power plant in Kentucky by appealing a recent decision by a
state agency to award a final air permit for the almost $2 billion project.

Two groups -- the Sierfa Club and Valley Watch -- are asking the Kentucky Office of Administrative
Hearings, part of the Kentucky Natural Resources and Environmental Protection Cabinet, to send the
permit back to the Kentucky Division for Air Quality for further revisions.

As of mid-December, no decision had been reached on the appeal.

St. Louis-based Peabody. the nation's leading coal producer, insists Thoroughbred Energy Campus will
be the cleanest coal plant of its type East of the Mississippi River. The plant would include two

* 750-mw generating units fueled by up to 6 million tons of high-sulfur coal to be produced annually by
an adjacent underground mine.

Peabody plans to use pulverized coal technology, which environmentalists argue is not as efficient 1in
removing air-borne pollutants as some newer processes. Opponents also want Peabody to wash the coal to

reduce sulfur before burning it. Peabody contends washing the coal would create other environmental
problems. .

Foes also are concerned that the plant might cause visibility problems for Mammoth Cave National Park,
Jocated about 50 miles east of the proposed plant. .

Peabody still is searching for a joint venture .partner for the project, whose in-service schedule has
sTipped to the 2007-2008 timeframe, up to two years later than originally planned.

Copyright 2003 by Primedia Incorporated. All rights reserved. www.primedia.com

Copyright (c) 2002, Hoover's, Inc. Job Opportunities NASDAQ: HOOV Privacy Policy Advertising Info
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Headline: Group asks EPA to overturn Peabody mine application
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A QroUp of environmental watchdog organizations have filed a petition with the U.S. Environmental .
Protection Agency asking it to overturn a recent decision allowing Peabody Energy Corp. to build a $2
billion coal-fired power plant in Kentucky. :

The group, led by the National Resources Defénse Council, said—ta_the petition that Peabody violated
the Clean Air Act, the federal regulatiopé that implement the act ard the Commonwealth of Kentucky's
state implementation plan by failing tg disclose complete information, about the source of coal.

The NRDC also said pollution emanating\from Thoroughbred would also afffect plants, animals and

visibility at Mammoth Cave National Pa and would impact the naturaj environment in which Americans
Tive. ; : :

S

e

Peabody's Thoroughbred plant. a proposed 1.500 megawaff“66§Tf555ed power plant near Central City. Ky.,
would create about 450 permanent jobs and up to 2,500 jobs during peak construction, the company said,
creating $1.95 billion in new job-related benefits and wages. Kentucky issued an air permit for the
project last October. ' :

" Thoroughbred would begin generating power between 2005 and 2007 and will provide enough electricity
for 1.5 million families. It is designed to be the Jowest-emitting 1,500 megawatt pulverized coal
plant east of the Mississippi River.

A spokesman for Peabody was not immediately available for comment.
St. Louié-based Peabody Energy (NYSE: BTU) is one of the world's largest coal producers.

(c) 2003 American City Business Journals Inc.

(¢) 2003 American City Business Journals, Inc. A1l rights reserved. Contact us at
info@bizjournals.com.

The material on this site may not be reproduced, distributed, transmitted, cached or otherwise used,
except with the prior written permission of Bizjournals.com.
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EPA urged to revoke Peabody permit

By MARK WILSON Courier & Press staff writer 464-7417 or mwilson@evansvilie.net
- January 28, 2003

Six environmental organizations are asking the nation's .env1ronmenta1 off1c1a1ﬂgo revoke the
permit for a proposed Western Kentucky power plant be
about its source of coal.

At issue is Kentucky's air po11ut1on permit for Pe body Energy's Thoroughbred Energy Cnggs The
permit limits the amounts of pollutants that the pNant Can-ctelease into the atmosphere-~The alleged
discrepancy is important, opponents of the plant arg because” 1t’poteﬂt1aq1y'uﬁﬂérm1nes Peabody's

stated reasoning for not wanting to use more expensive Tow=sulfur coal or coal-washing techniques to
reduce pollution.

" A Peabody spokesman Monday. denied the allegation in the petition and said the company has always
planned to fuel the proposed power plant with an underground mine to be developed next to the
generating station near Central City, Ky.

"Certainly any notion that we are intentionally misleading anybody is absolutely false," said Vic
Svec, a Peabody spokesman.

The 1,500-megawatt power plant would be one of the first coal-burning power plants built in the

country in years. It is designed to burn raw, high- su1fur Kentucky coal, instead of processed or
washed coal that is lower in sulfur.

"If EPA agrees there are problems, the law requires them to revoke it," said attorney David McIntosh,
of the Natural Resources Defense Council.

Although the issue of where the coal will come from spearheads the petition, the groups also cite

numerous other issues with the permit process and the technology it requires as it relates to the
Clean Air Act and other federal and state laws.

A representative of the organization hand-delivered the petition to.U.S. Environmental Protection
Agency Administrator Christine Whitman's office late Friday. The agency has 60 days to respond.
Joining in the petition are Evansville-based Valley Watch, as well as the Sierra Club, National Parks

Conservation Association, Kentucky Environmental Foundat